Historic,  archived  document 

Do  not  assume  content  reflects  current 
scientific  l<nowledge,  policies,  or  practices. 


Adjusting 


MARKETING 
SERVICE 

PROGRAMS 


to  Changing  Conditions 


Report  of  the 

National  Marketing 

Service  Workshop 

at  Springfield,  III., 

November  18,  19,  and  20,  1958 


UNITED  STATES   DEPARTMENT   OF  AGRICULTURE 
Agricultural   Marketing  Service   in   cooperation  with 
State  Departments  of   Agriculture 


Washington  D.  C. 


AMS   31  5 


CONTENTS 

Page 

Program 6 

Plans  for  the  workshop .William  C.  Crow  25 

New  horizons  for  marketing  service  programs Roy  W.  Lennartson  27 

A  retailer  views  the  marketing  of  farm  products W.  C.  Ferguson  28 

Marketing  service  programs  in  Canada W.  C.  Cameron  35 

What  the  consumer  wants J.  Stevens  Stock  ^5 

Working  with  people .EanT-  Bowser  ^7 

The  effects  of  integration  on  marketing  agric\ilt\iral 

products ' Joseph  G.  Knapp  k-S 

Developing  and  operating  a  marketing  progiram  in  a  State 
department  of  agriculture  (work  group  sessions) 

Types  and  scope  of  marketing  activities  in  which  the 

States  should  engage  (three  viewpoints).  .  .  ..  George  H.  Chick  59 

John  A.  Winfield  63 

•  C.  J.  Carey  66 

Conclusions  and  recommendations  on  what  an  effective 

marketing  program  should  consist  of 71 

Organization  charts  of  marketing  work  in  representative 

States Don  E.  Wilkinson   73 

How  divisions  of  markets  can  be  organized  to  function  more 

effectively Spencer  G.  Duncan  96 

Conclusions  and  recommendations  on  how  to  organize 

marketing  work  in  State  dejaxtments  of  agriciolture 99 

Problems  encoxmtered  by  the  States  in  operating  a 

matching  fund  program Ben  J.  Butler  100 

Scope  and  shortcomings  of  the  matching  fund  prograjn.  . 

William  C.  Crow   112 

Improvements  needed  in  administrative  procedures  .  William  C.  Crow  II7 

Conclusions  and  recommendations  on  scope  and  problems  involved 

in  conducting  matching  fiind  marketing  service  programs 121 


Page 

The  use  of  publicity  in  a  marketing  program  (work  group  sessions) 

The  piirpose  of  a  work  group  on  publicity William  C.  Crow  122 

Improving  dissemination  of  market  news Spencer  G.  Duncan  12ii- 

Publicizing  other  kinds  of  marketing  information.  .  .  .  Bert  Johnson  128 

Conclusions  and  recommendations  on  publicizing  marketing 

information 13^ 

Function  of  an  advertising  agency  in  promoting  sales  of 

farm  products Alden  R.  Grimes  135 

Obtaining  the  cooperation  of  informational  media  in  con- 
ducting promotional  programs John  L.  Matheson  1^2 

Effectiveness  of  various  types  of  publicity  materials  in 

conducting  promotions John  L.  Rainey  1^7 

Conclusions  and  recommendations  on  publicity  as  a  means 

of  expanding  market  outlets 153 

How  publicity  can  aid  in  bringing  about  the  adoption  of 

marketing  improvements  ....  William  P.  Charron  153 

Selling  your  marketing  program  to  the  public.  .  .  Richard  D.  Chumney  157 

Conclusions  and  recommendations  on  informing  the  public 

about  marketing  improvements  and  programs l6^ 

Fruits  and  vegetables  (work  group  sessions) 

Problems  to  consider  in  organizing  new  marketing  agencies 

and  developing  new  assembly  markets Leon  Scott  16^4- 

Procedural  steps  in  developing  a  new  marketing  or^nization 

and  program James  E.  Youngblood  l68 

Conclusions  and  recommendations  on  appraising  the  needs  for  new 

marketing  facilities  at  the  local  assembly  level  170 

The  principles  of  so\md  business  organization  and  financing 
as  applied  to  local  fruit  and  vegetable  marketing 
agencies  Robert  C.  Kramer  172 

Improving  the  effectiveness  of  local  marketing 

agencies C.  larold  Bray  175 

2 


Page 

Conclusions  and  reconmendations  on  organizing  and  financing 

marketing  agencies  179 

Industrial  engineering  techniques  and  their  application  to 
fruit  and  vegetable  handling  and  preparation  for 
market Robert  K.  Bo^rdus   lb2 

Using  cost  data  to  increase  plant  efficiency E.  C.  Garland   15b 

Conclusions  and  recommendations  on  assisting  management 

in  improving  operating  efficiency 190 

Livestock  (work  group  sessions) 

The  Canadian  meat-type  hog  program H.  J.  Maybee  191 

Progress  of  research  in  pointing  the  way  to  needed  improvements 

in  marketing  meat-type  animals  and  their  products  

George  F.  Henning   199 

Conclusions  and  recommen'oations  on  marketing  improvements 

needed  to  promote  meat -type  hogs  and  cattle 207 

Appraisal  of  the  changing  livestock  marketing 

struct\ire Elmer  R.  KLehl    208 

Adjusting  livestock  grading  programs  to  meet 

changing  marketing  conditions C.  P.  McClaugberty    217 

Conclusions  and  recoLfizendations  on  potential. 

developments  in  livestock  mao-keting 221 

Thp  economic  and  technological  forces  back  of 

vertical  integration Orlin  J.  ScoviUe    222 

Vertical  integration  of  livestock  production  and 

marketing  functions  -  ncv  rar  and  >rtio  will  do  it?  Clifton  B.Cox    225 

Conclxisions  and  recommendations  on  vertical  integration 

and  its  effect  on  marketing ,    229 

Poultry  and  eggs  (work  group  sessions) 

Current  developments  in  egg  marketing James  M.  Gwin    229 

Progress  in  developing  new  and  improved  egg  grading  procediires 

through  quality  control  at  the  producer  level  .  .Robert  Dorsett    232 


Page 

Getting  adoption  of  research  results T.  E.  Thomson  236 

Conclusions  and  recommendations  on  ciirrent  research 

in  egg  marketing 2lH 

Problems  and  policies  in  administering  the  poultry- 
inspection  act Raymond  D.  Wenger  2^2 

Improving  efficiency  when  remodeling  to  meet 

poxiltry  inspection  requirements Kenneth  H.  Brasfield  2kh 

Conclusions  and  recommendations  on  the  poultry  inspection  program. .  2k3 

OvLT   experience  in  improving  egg  quality  at  the 

producer  level Gerald  Zich  2kb 

Promoting  production  and  sale  of  q\iality  eggs  in 

Florida Earl  H.  Nelson  250 

Conclusions  and  recommendations  on  the  changing  marketing 

system  for  eggs 252 

Dairy  products  (work  group  sessions) 

Current  problems  and  policies  in  administering  Federal 

milk  marketing  orders H.  C.  Feddersen  253 

Poscible  benefits  and  limitations  of  self-help  programs 

in  the  dairy  dudustiy George  Ifex  Beal  259 

Conclusions  and  recommendations  on  sol f -help  dairy  marketing 

programs  and  marketing  orders  269 

Recent  research  findings  on  the  effectiveness  of  promotional 
programs  in  expanding  outlets  for  milk  and  dairy 
products George  H.  Goldsborough  269 

How  to  improve  dairy  products  promotion  programs 

Shelby  A.  Robert,  Jr.  275 

Conclusions  and  recommendations  on  how  to  increase  the  use  of  milk 

and  dairy  products  in  your  State 276 

Opportxxnities  for  reducing  milk  handling  and  processing 

costs Charles  E.  French  277 


Page 

Plant  consolidaticns  and  mergers  as  a  means  of  attaining 

greater  operating  efficiency Truman  F.  Graf  285 

Concliisions  and  recommendations  on  increasing  operating 

efficiency  of  milk  and  dairy  products  processing  plants  ....   293 

Grain  (work  group  sessions) 

Ingproving  operations  of  local  elevators W.  S.  Farris  29k 

Facility  and  equipment  needs  for  efficient  grain 

handling B.  W.  Sadler  300 

Conclxisions  and  recommendations  on  improving  management 

practices  in  operating  local  grain  elevators  and  feed  mills.  .  .  304 

Installing  aeration  systems  in  commercial  grain 

storages Leo  E.  Holman  305 

Conclusions  and  recommendations  on  installing  aeration  systems 

in  grain  elevators 30? 

Factors  to  consider  in  developing  and  conducting  a  promotion 

program  for  vheat W.  W.  Graber  306 

Developing  markets  abroad  James  0.  Howard  311 

Conclusions  and  recommendations  on  developing  and  conducting  a 

promotion  programs  for  vheat 3l6 

Concluding  remarks William  C.  Crow  31? 

Persons  attending  the  workshop 319 


July  1959 


PROGRAM 

1958  NATIONAL  MARKETING  SERVICE  WORKSHOP 

Theme;     ADJUSTING  MARKETING  SERVICE  PROGRAMS  TO  CHANGING  CONDITIONS 

Time;     November  I8,  I9,  and  20,  1958 

Place:     Hotel  Leland,  Springfield,  Illinois 

Pxjrpose;   To  study  the  changes  that  are  taking  place  in  marketing  a^d 

determine  the  adjustments  that  should  be  made  in  State  marketing 
service  programs  to  meet  these  conditions. 

Program  Committee; 

Phillip  Aleunpi,  Secretary,  New  Jersey  Department  of 
Agriculture,  Trenton,  New  Jersey 

George  H.  Chick,  Deputy  Commissioner,  Maine  Department  of 
Agriculture,  Augusta,  Lfeine 

Clifton  B.  Cox,  P\irdue  University,  Lafayette,  Indiana 

Marvin  A.  Faller,  Secretary,  Louisiana  State  Market  Commission, 
Baton  Rouge,  Louisiana 

Jack  Gilchrist,  Director,  Information  and  Education  Division, 
Georgia  Department  of  Agric\ilture,  Atlanta,  Georgia 

John  MEihoney,  Chief,  Division  of  Agricviltural  Marketing  Services, 
State  Board  of  Agricultvire,  University  of  Maryland,  College 
Park,  Maryland 

John  A.  Winfield,  Director,  Division  of  Iferkets,  North  Carolina 
Department  of  Agriculture,  Raleigh,  North  Carolina 

William  C.  Crow,  L.  G.  Foster,  R.  P.  Callaway,  and  E.  C.  Collins, 
Liaison,  Matching  Fund  Program,  State  Departments  of 
Agric\ilture,  AMS,  U.  S.  Department  of  Agricult^lre, 
Washington,  D.  C. 


Work  Group  Leaders; 

Group  A  -      Developing  and  Operating  a  Marketing  Program  in  a  State 

Depaxtment  of  Agricultxire  (for  Commissioners  of 
Agriculture  and  heads  of  Divisions  of  Markets) 
Phillip  Alampi,  New  Jersey  Department  of  Agriculture 

Group  B  -     The  Use  of  Publicity  in  a  Marketing  Program  -  Jack  Gilchrist, 

Georgia  Department  of  Agriciolture 

Group  C  -     Fruits  and  Vegetables  -  James  E.  Youngblood,  South  Carolina 

Agricultxiral  Marketing  Commission 

Group  D  -      Livestock  -  Clifton  B.  Cox,  Piirdue  University 

Group  E  -     Poultry  and  Eggs  -  R.  J.  Park,  Tennessee  Department  of 

Agriculture 

Group  F  -      Dairy  Products  -  Henderson  May,  Illinois  Department  of 

Agriculture 

Group  G  -     Grain  -  0.  W.  Faison,  North  Carolina  Department  of  Agriculture 


8:00 
9:00 


9:00  a.  m. 
9:30  a.  m. 


9:30  -  10:15  a.m. 


Tuesday,  November  l8 

REGISTRATION 

OPENING  SESSION 

Chairman  -  Hon.  Still man  J.  Stanard,  Director,  Illinois 
Department  of  Agriculture 

Invocation  -  Wesley  Windisch,  Chief,  B\areau  of  tferkets, 
Ohio  Department  of  Agriculture 

Plans  for  the  Workshop  -  William  C.  Crow,  Liaison  Officer, 
Matching  Fund  Program,  State  Departments  of  Agriculture, 
U.  S.  Department  of  Agric\ilture 

GENERAL  SESSION 

Chairman  -  Hon.  Phil  Campbell,  Commissioner,  Georgia 
Department  of  Agricultvire 

New  Horizons  for  >fexketing  Service  Programs  -  Roy  W. 

Lennartson,  Deputy  Administrator,  Agricioltural  Marketing 
Service,  U.  S.  Department  of  Agric\alture 
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10:30  a.m.-     MEETINGS  OF  FIRST  WORK  GROUPS 
12:15  p.m. 

Group  A  -  Developing  and  Operating  a  Marketing  Program  in  a  State 
Department  of  Agriculture  (for  Commissioners  of  Agriciilture 
and  heads  of  Divisions  of  Markets) 

Topic :   VfflAT  SHOULD  AN  EFFECTIVE  MARKETING  PROGRAM  CONSIST  OF? 

Chairman  -  Hon.  Phillip  Alampi,  Secretary,  New  Jersey 
Department  of  A^griculture,  and  Chairman  of  the 
Marketing  Committee  of  the  National  Association  of 
State  Departments  of  Agriciiltxire 

Secretary  -  Don  E.  Wilkinson,  Wisconsin  Department  of 
Agric\ilture,  Secretary  of  the  National  Association  of 
Marketing  Officials 

Speakers : 

Types  and  Scope  of  I-ferketing  Activities  in  Which  the 
States  Should  Engage  -  Three  viewpoints 

1.  George  H.  Chick,  Maine  Department  of  Agricult;are 

2.  John  A.  Winfield,  North  Carolina  Department  of 
Agriculture 

3*  C.  J.  Carey,  California  Department  of  Agriciilture 

This  work  group  will  consist  of  State  CoEmissioners  of 
Agriculture,  Chiefs  of  Divisions  of  Lfe.rkets,  and  other 
persons  having  administrative  responsibility  for  marketing 
work  in  State  departments  of  agricioltijire .  The  group  will 
meet  all  three  days  to  discuss  and  reach  conclusions  on 
what  a  marketing  program  should  consist  of,  how  it  should 
he  or^nized,  and  how  to  make  the  matching  f\jnd  marketing 
service  work  more  effective.  The  first  day  will  be  devoted 
to  a  discussion  of  the  various  types  of  marketing  activities 
(service  and  regulatory)  currently  being  carried  on  in  State 
departments  of  agriculture.  Conclusions  will  be  reached  on 
the  activities  that  should  be  included  in  a  well-roimded 
marketing  program  of  a  State.  By  the  end  of  the  day  the 
Secretary  of  the  group  will  have  prepared  a  list  of  the 
activities  concerned  with  marketing  which  a  State  Commissioner 
of  Agriculture  should  have  before  him  in  pleuaning  the  develop- 
ment of  his  marketing  program.  Copies  of  this  list  will  be 
reproduced  overnight  for  use  in  the  second  day's  meeting  of 
the  work  group. 
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Group  B  -  The  Use  of  Publicity  in  a  >fe,rketing  Program 

Topic:  PUBLICIZING  MARKETING  lUPORMATICT 

Chairman  -  Jack  Gilchrist,  Georgia  Department  of  Agriculture 

Secretary  -  James  E.  Reynolds,  AMS,  U.  S.  Department  of 
Agriculture 

Speakers: 

The  Purpose  of  a  Work  Group  on  Publicity  -  William  C.  Crow, 
Liaison  Officer,  Matching  Fund  Program,  State  Departments  of 
Agriculture,  U.  S.  Department  of  Agriciiltvire 

la^proving  Dissemination  of  tferket  News  -  Spencer  G.  Duncan, 
New  York  Department  of  Agriciilture  and  Markets 

Publicizing  Other  Kinds  of  Marketing  Information  -  Bert 

Johnson,  Information  Division,  AMS,   U.  S.  Department 
of  Agriculture 

This  work  group,  consisting  largely  of  people  engaged  in  marketing 
information  work  in  State  departments  of  agriculture,  will  spend  three 
days  discussing  the  use  of  publicity  in  improving  marketing.  The 
first  day  will  be  devoted  largely  to  understanding  the  types  of 
marketing  information  available  for  dissemination  and  determining 
how  to  make  the  best  uses  of  them.  The  types  of  information 
included  will  be  market  news  data  on  supplies  and  prices,  production 
forecasts,  storage  holdings,  tree  counts,  information  on  utilization 
of  products,  and  information  on  agricultui-al  outlook.  After  becoming 
acquainted  with  the  kinds  of  information  available,  the  group  will 
shift  its  attention  to  the  uses  that  should  be  made  of  such  data, 
and  the  best  ways  of  getting  the  information  to  the  people  who 
should  be  using  it.  The  use  of  charts,  exhibits,  motion  pictures, 
radio,  television,  news  stories,  and  special  publications  as  means 
of  disseminating  such  information  will  be  discussed.  An  effort 
wi.11  be  made  to  reach  conclusions  as  to  the  place  of  information 
people  in  this  field  and  how  they  should  work  with  marketing 
specialists. 

Group  C  -  Fruits  and  Vegetables 

Topic :   APPRAISING  THE  NEED  FOR  NEW  MARKETING  FACILITIES  AT  THE  LOCAL 
ASSEMBLY  LEVEL 

Chairman  -  Boyce  Dyer,  Georgia  Department  of  Agriculture 

Secretary  -  Norman  C.  Healy,  AMS,  U.  S.  Department  of  Agricultvire 


Speakers : 

Problems  to  Consider  in  Organizing  New  Marketing  Agencies 
and  Developing  New  Assembly  Markets  -  Leon  S.  Scott, 
Mississippi  Department  of  Agricultxire 

Procediaral  Steps  in  Developing  a  New  Marketing  Organization 
and  Program  -  James  E.  Youngblood,  South  Carolina  Agric\jltural 
Marketing  Commission 

The  development  of  new  fruit  and  vegetable  areas  in  a  number  of  States 
has  created  problems  of  providing  a  marketing  orgsmization  and 
developing  facilities  to  market  the  products.  This  group  will 
discuss  the  basic  information  needed  in  developing  plans,  how  to 
obtain  it,  and  how  to  make  use  of  it  in  considering  the  type  of 
organization  and  facilities  which  best  meet  the  needs  of  the 
producers  concerned.  Attention  will  be  given  to  the  f\anctions 
\rtiich  shoxild  be  performed  by  local  assembly  markets,  to  the 
factors  to  consider  in  determining  the  grading  and  packaging 
requirements  for  successful  marketing  of  the  product  or  products,  and 
to  the  facilities  and  equipment  needed  in  perfonning  these  operations. 

Groirp  D  -  Livestock 

Topic:  MARKETING  IMPROVEMENTS  NEEaPED  TO  PROMOTE  MEAT-TYPE  HOGS  AND  CATTLE 

Chairman  -  M.  Paxil  Mitchell,  Purdue  University 

Secretary  -  R.  P.  Callaway,  AMS,  U.  S.  Department  of  Agriculture 

Speakers : 

The  Canadian  Meat -Type  Hog  Program  -  H.  J.  Maybee, Chief,  Live- 
stock and  Livestock  Products  Division,  Cajaada  Department  of 
Agricxilture 

Progress  of  Research  in  Pointing  the  Way  to  Needed  Improvements 
in  Marketing  Meat -Type  Animals  and  Their  Products  -  Dr.  George 
F.  Henning,  Ohio  State  University 

Representatives  from  selected  States  will  describe  work  underway  in  their 
States  to  improve  the  marketing  of  meat-type  animals.  The  group  will 
then  discuss  changes  in  the  present  marketing  system  needed  to 
reflect  consumer  preference  for  lean  cuts  of  pork  and  beef  in 
prices  to  producers,  such  as  the  development  and  e:cpanded  use  of 
grades  at  retail  outlets  based  on  consumer  preference,  the  merchan- 
dising and  pricing  of  pork  and  beef  at  retail  in  accordance  with 
these  grades,  procurement  of  live  animals  by  processors  to  reflect 
accurately  differences  in  retail  value  of  pork  and  beef  products, 
and  improvement  in  the  services  provided  by  livestock  marketing 
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agencies  so  as  to  identify  and  reflect  value  differences  in  live 
animals.  After  these  needed  changes  are  discussed  consideration 
will  be  given  to  the  courses  of  action  which  offer  encouraging 
possibilities  for  bringing  about  these  changes  and  what  State 
departments  of  agriculture  can  and  should  do  to  provide  assistance. 

Group  E  -  Poultry  and  Eggs 

Topic :  CURRENT  RESEARCH  IN  EGG  MARKETING 

Chairman  -  Charlie  B.  Whigham,  New  Mexico  Department  of 
Agriculture 

Secretary  -  Kenneth  H.  Brasfield,  AMS,  U.  S.  Department 
of  Agric\iLt\ire 

Speakers : 

Current  Developments  in  Egg  Marketing  -  Dr.  James  M.  Gwin, 
Ralston  Purina,  St.  Louis,  Missoxiri 

Progress  in  Developing  New  and  Improved  Egg  Gilding  Procedures 
through  Quality  Control  at  the  Producer  Level  -  Robert 
Dor  sett,  AMS,  U.  S.  Department  of  Agriculture 

Getting  Adoption  of  Research  Results  -  T.  E.  Thomson, 
Minnesota  Department  of  Agricxilture 

This  group  will  discuss  recent  research  results  in  such  areas  as 
the  mechanization  of  egg  grading  and  handling  operations,  the 
impact  of  advancing  technology  and  changes  in  marketing  methods 
on  the  investment  reqiiirements ,  size  of  business  and  meuiagerial 
skill  needed  for  efficient  egg  assembly  and  packing  operations, 
and  the  development  of  q.uality  control  procedures  which  may 
make  possible  radical  changes  in  candling  methods  and  grade 
certification  practices. 

Group  F  -  Dairy  Products 

Topic :   SELF-HELP  DAIRY  MARKETING  PROGRAMS  AND  MARKETING  ORDEPvS 

Chairman  -  Dr.  Gordon  M»  Calms,  University  of  Maryland 

Secretary  -  Dr.  Louis  F.  Herrmann,  AMS,  U.  S.  Department  of 
Agrictilture 

Speakers : 

Current  Problems  and  Policies  in  Administering  Federal  Milk 
Marketing  Orders  -  H.  C.  Feddersen,  AMS,  U.S. Department  of 
Agriculture 
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Possible  Benefits  and  Limitations  of  Self -Help 
Programs  in  the  Dairy  Industry  -  George  Max  Beal, 
University  of  Maryland 

Recently  there  has  been  renewed  interest  in  self-help  plans  for 
the  dairy  industry.  Since  dairy  marketing  specialists  from  the 
States  are  in  frequent  contact  with  members  of  the  dairy  industry 
they  should  have  a  good  xmderstanding  of  the  essential  feat;ires 
of  milk  marketing  orders  and  the  various  self-help  plans  which 
have  been  seriously  proposed,  how  they  would  be  expected  to 
operate,  and  the  arguments  pro  and  con  with  respect  to  their 
potential  effectiveness  in  stabilizing  producer  prices.  This 
session  has  been  planned  to  provide  these  specialists  with  an 
opportunity  to  discuss  these  orders  and  plans  and  to  reach 
informed  opinions  concerning  their  operation. 

Group  G  -  Gi^in 

Topic :  IMPROVING  MAKAGEMENT  PRACTICES  IN  OPERATING  LOCAL  GRAIN 
ELEVATORS  AND  FEED  MILLS 

Chairman  -  John  E.  Mahoney,  State  Board  of  Agriculture, 
University  of  Maryland 

Secretary  -  E.  C.  Collins,  AMS,  U.  S.  Department  of  Agricxilture 

Speakers : 

In5)roving  Operations  of  Local  Elevators  -  W.  S.  Farris, 
Purdue  University 

Facility  and  Equipment  Needs  for  Efficient  Grain  Handling  - 
B.  W.  Sadler,  Virginia  Department  of  Agriculture 

This  group  will  consider  the  various  techniques  by  which  State 
marketing  specialists  can  assist  management  of  local  elevators 
and  feed  mills  in  improving  business  decisions,  office  procedures, 
and  the  physical  handling  of  the  products  so  as  to  reduce  costs 
and  improve  quality. 

12:15  -  1:30  p.m.   LUNCH 

1:30  -  2:15  p.m.    GENERAL  SESSION 

Chairman  -  Hon.  Phillip  Alampi,  Secretary,  New  Jersey 
Departntent  of  Agricxature 

A  Retailer  Views  the  Marketing  of  Farm  Products  -  W.  C. 
Ferguson,  Vice-President,  American  Stores  Co., 
Philadelphia,  Pa. 
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2:15  -  5  P-m.     MEETIHGS  OF  FIRST  WORK  GROUPS 

(Contin\xation  and  completion  of  meetings  of  the  work  groups 
formed  at  the  morning  session.) 

Wednesday,  November  19 
8:30  -  9:15  a.m.  GENERAL  SESSION 

Chairman  -  Hon.  J.  T.  Johnson,  Commissioner,  West  Virginia 
Department  of  Agriculture 

Marketing  Service  Programs  in  Canada  -  W.  C.  Cameron, 

Assistant  Director,  Marketing  Service,  Canada  Department 
of  Agriculture 

9:30  a.m.  - 

12:15  p.m.   MEETINGS  OF  SECOND  WORK  GROUPS 

Group  A  -  Developing  and  Operating  a  Marketing  Program  in  a 
State  Department  of  Agriculture  (for  Commissioners 
of  Agriculture  and  heads  of  Divisions  of  Markets). 

Topic:  HOW  TO  ORGANIZE  MARKETING  WORK  IN  STATE  DEPARTMENTS  OF 
AGRICULTURE 

Chairman  -  Hon.  Henry  Seidel,  Assistant  Director, 

Washington  State  Department  of  A.gricuiture 

Secretary  -Don  E.  Wilkinson,  Wisconsin  Department  of 

Agriculture,  Secretary  of  the  National  Association 
of  Marketing  Officials 

Speakers : 

Organization  Charts  of  Marketing  Work  in  Representative 
.  States  -  Don  E.  Wilkinson,  Secretary  of  the  National 
Association  of  Marketing  Officials 

How  Divisions  of  Markets  Can  Be  Organized  to  Function 
More  Effectively  -  Spencer  G.  Duncan,  New  York  Department 
of  Agricxilture  and  Markets 

On  the  second  day  this  group  will  concentrate  its  attention  on  reviewini 
the  organizational  structure  of  marketing  work  in  State  departments 
of  agric\ilture  and  determining  the  most  effective  organization  for 
conducting  a  marketing  program.  An  effort  will  be  made  to  group 
the  marketing  activities  on  the  list  prepared  the  previous  day  into 
an  ideal  organization  chart.  Consideration  will  be  given  to  the 
need  for  having  a  well  trained  career  man  at  the  head  of  all 
marketing  work  in  the  State  department  of  agriculture,  how  to  develop 
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and  carry  out  good  work  plans,  and  how  to  achieve  greater 
coordination  among  the  persons  engaged  in  various  types  of  market- 
ing work.  The  need  for  continuity  of  service  of  marketing  special- 
ists will  be  examined. 

Group  B  -  The  Use  of  Publicity  in  a  Marketing  Program 

Topic :   PUBLICITY  AS  A  MEANS  OF  EXPANDING  MARKET  OUTLETS 

Chairman  -  Hon.  Phillip  Alampi,.  Secretary ;  New  Jersey 
Department  of  Agriculture 

Secretary  -  James  E.  Reynolds,  A^,  U.  S.  Department 
of  Agricultiore 

Speakers : 

Function  of  An  Advertising  Agency  in  Promoting  Sales 

of  Farm  Products  -  Alden  R.  Grimes,  Campbell -Mithun,  Inc, 

Minneapolis,  Minnesota 

Obtaining  the  Cooperation  of  Informational  Media  in 
Conducting  Promotional  Programs  -  John  L.  Matheson, 
New  York  Department  of  Agriculture  and  Markets 

Effectiveness  of  Various  Types  of  Publicity  Materials 
in  Conducting  Promotions  -  John  L.  Rainey,  Pennsylvania 
Department  of  Agriculture 

This  session  will  deal  with  the  use  of  paid  advertising  and  other 
types  of  publicity  in  moving  temporary  surpluses  and  expanding  out- 
lets for  farm  products.  Examples  of  uses  that  States  have  made  of 
each  of  these  forms  of  publicity  will  be  described.  Whether  or  not 
there  is  a  place  for  advertising  in  our  promotional  programs  will 
be  discussed  along  with  the  way  of  financing  advertising  and  of 
measuring  its  resiilts.  The  discussion  of  advertising  will  be  com- 
pleted by  noon.  In  the  afternoon  attention  will  be  given  to  other 
methods  that  can  be  used  in  reaching  potential  biiyers  and  consumers 
with  information  about  the  quantities,  qualities,  and  locations  of 
products  needing  sales  promotional  assistance;  how  to  organize  a 
promotional  effort;  and  the  type  of  publicity  material  best  adapted 
for  dissemination  through  each  publicity  medium.  The  relation 
between  State  efforts  to  e^giand  outlets  and  the  Plentifxil  Foods 
Program  of  the  U.  S.  Department  of  Agriculture  and  the  need  for 
collaboration  between  the  marketing  specialist  and  the  information 
specialist  in  conducting  work  in  this  field  will  be  disc\issed. 
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Group  C  -  Fruits  and  Vegetables 

Topic :  ORGANIZING  AND  FINANCING  MARKETING  AGENCIES 

Chairman  -  Dr.  N.  K.  Ellis,  Purdue  University- 
Secretary  -  Norman  C.  Healy,  AMS,  U.  S.  Department  of 
Agriculture 

Speakers : 

The  Principles  of  So\md  Business  Organization  and  Financing 
as  Applied  to  Local  Fruit  and  Vegetable  Marketing  Agencies  - 
Dr.  Robert  C.  Krajner,  Michigan  State  University- 
Improving  the  Effectiveness  of  Local  Marketing  Agencies  - 
C.  Harold  Bray,  Kentucky  Department  of  Agricultiire 

This  groi:^  will  discuss  the  varioiis  elements  that  should  enter  into 
determining  the  most  desirable  organizational  structure  and  method 
of  financing  for  a  local  business  designed  to  market  fruits  and 
vegetables.  Consideration  vill  be  given  to  such  factors  as  the 
services  which  the  business  should  provide,  area  to  be  served, 
method  of  payment  for  products  acquired,  sales  policy,  capital 
req\iired  for  efficient  operation,  method  of  acquiring  eq\iity  capital, 
requirements  for  sind  sources  of  borrowed  capital,  and  manner  of 
distributing  ownership  interest  in  the  business.  The  session  will 
include  an  analysis  of  the  proper  steps  and  their  logical  sequence 
in  organizing  the  business  and  how  to  develop  the  information 
needed  in  evaluating  the  various  factors  which  need  to  be  considered. 
These  subjects  have  application  to  the  reorganization  and  refinanc- 
ing of  a  going  business  and  to  the  consolidation  of  existing  firms 
to  provide  more  efficient  marketing  services.  In  many  instances 
the  marketing  problem  at  the  local  level  is  not  the  lack  of  a 
marketing  organization  but  the  inability  or  failure  of  existing 
firms  to  pro-vide  the  kinds  of  services  needed  at  minimum  cost 
and  to  attract  business  from  large  volume  purchasers. 

Group  D  -  Livestock 

Topic :  POTUJTIAL  DEVELOPMENTS  IN  LIVESTOCK  MARKETING 

Chairman  -  Leo  P.  Brown,  Minnesota  Department  of  AgriciJlture 

Secretary  -  R.  P.  Callaway,  AMS,  U.  S.  Department  of 
Agric\ilt\ire 
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Speakers : 

Appraisal  of  the  Changing  Livestock  Lferketing  Structure  - 
Dr.  Elmer  Kiehl;  University  of  Missoiori 

Adjusting  Livestock  Grading  Programs  to  Meet  Changing 
Marketing  Conditions  -  C.  P.  McClaugherty,  Virginia 
Department  of  Agriculture 

This  session  will  he  devoted  to  such  subjects  as  the  current  picture 
and  trends  in  livestock  marketing  patterns,  the  ii^pact  of  the  growth 
of  direct  marketing  on  the  pricing  efficiency  of  the  livestock 
marketing  structure,  the  decentralization  of  packinghouse  operations, 
the  development  of  more  satisfactory  grades  for  live  animals  and 
wholesale  and  retail  cuts,  and  the  effect  of  changing  methods  upon 
the  natxire  and  sources  of  marketing  information  needed  by  the 
livestock  industry,  and  upon  types  and  location  of  marketing 
facilities  needed.  Against  this  background  the  work  group  members 
will  consider  the  kind  of  livestock  marketing  program  State 
departments  of  agriculture  should  conduct  to  encoiirage  marketing 
improvements  in  this  field. 

Group  E  -  Poultry  and  Eggs 

Topic :  THE  POULTRY  INSPECTION  PROGRAM 

Chairman  -  Ralph  D.  Germany,  Loxiisiana  Department  of 
Agriculture 

Secretary  -  Kenneth  H.  Brasfield,  AMS,  U.  S.  Department  of 
Agric^^lt^^re 

Speakers : 

Problems  and  Policies  in  Administering  the  Poultry 
Inspection  Act,  Dr.  Raymond  D.  Wenger,  AMS,  U.  S. 
Department  of  AgricTilture 

Improving  Efficiency  When  Remodeling  to  Meet 
Poxiltry  Inspection  Req\iirements  -  Kenneth  H. 
Brasfield,  AMS,  U.S.  Department  of  Agriculture 

In  this  session  poultry  marketing  specialists  from  the  State  will 
be  brought  up  to  date  on  developments  in  regard  to  mandatory 
inspection  of  poultry  for  wholesomeness .  Following  the  discussion 
of  this  subject  they  will  have  the  opportunity  to  consider  -v^tiat 
types  of  assistance  they  can  and  should  provide  operators  of 
poultry  slaiightering  plants  within  their  States  who  wish  to  qualify 
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under  the  Federal  Act.  A  period  also  will  "be  set  aside  for  an 
analysis  of  the  probahle  effects  of  the  Federal  program  upon 
operators  who  elect  to  confine  their  sales  to  intrastate  channels 
of  trade  and  a  discussion  of  the  extent  to  which  State  poultry- 
inspection  laws  and  regulations  shoxold  he  standardized  and  brought 
into  harmony  with  the  Federal  Act. 

Group  F  -  Dairy  Products 

Topic :  HOW  TO  INCBEASE  THE  USE  OF  MILK  MP   DAIRY  PRODUCTS  IN  YOUR  STATE 

Chairman  -  ^rold  0.  Clark,  Vermont  Department  of  Agric\;LLt\ire 

Secretary  -  Dr.  Louis  F.  Herrmann,  AMS,  U.  S.  Department  of 
Agricxoltxare 

Speakers : 

Recent  Research  Findings  on  the  Effectiveness  of  Pro- 
motional Programs  in  Expanding  Outlets  for  Milk  and 
Dairy  Products  -  George  H.  Goldsborough,  Al^,  U.  S. 
Department  of  Agric\ilture 

How  to  Improve  Dairy  Products  Promotion  Programs  - 
Shelby  A.  Robert,  Jr.,  Market  Research  Director, 
American  Dairy  Association,  Chicago,  LLlinois 

This  group  will  discuss  the  results  of  recent  research  in  measuring 
the  effectiveness  of  various  promotional  and  merchandising 
techniques  in  increasing  sales  of  milk  and  dairy  products  and  show 
how  these  findings  can  be  used  to  indirect  and  improve  the  work 
being  done  in  this  field  by  State  departments  of  agriculture.  The 
research  reviewed  will  be  with  inspect  to  the  effectiveness  of  in- 
store  promotions  employing  point-of-sale  material  and  special  display 
designs,  area  or  city-wide  promotions  utilizing  a  combination  of 
publicity  and  improved  merchandising  techniques,  merchandising 
methods,  training  for  dairy  route  salesmen,  and  saturation  level 
distribution  of  milk  vending  machines  at  locations  suited  to  this 
method  of  merchandising. 

Group  G  -  Grain 

Topic :   INSTALLING  AERATION  SYSTEMS  IN  GRAIN  ELEVATORS 

ChairmEin  -  Fred  P.  Johnson,  North  Carolina  Department  of 
Agriculture 

Secretary  -  E.  C.  Co]  1  ins,  AMS,  U.  S,  Department  of  Agricxolture 
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Speaker : 

Installing  Aeration  Systems  in  Commercial  Grain  Storages  - 
Leo  E.  Holman^,  AMS,  U.  S.  Department  of  Agriciilture 

The  purpose  of  this  session  is  to  give  marketing  specialists  in  grain 
areas  the  information  they  need  to  work  with  all  kinds  of  grain 
storage  firms  in  installing  and  using  aeration  systems  in  maintaining 
the  quality  of  grain.  The  session  will  be  devoted  to  getting  an 
understanding  of  how  to  install  aeration  systems  in  flat  and  upright 
storages  for  grain  of  all  types,  including  dry  beans.  The  variations 
in  requirements  for  the  different  grains  and  in  different  parts  of  the 
country  will  be  explained.  The  costs  of  installing  and  operating 
such  systems  will  be  examined  and  the  benefits  to  be  derived  from 
them  ascertained. 

12:15  - 

1:30  p.m.   LUNCH 

1:30  -  2:15  p.m.  GEREEIAL  SESSION 

Chairman  -  Hon.  Roy  Freeland,  Secretary,  Kansas  Board 
of  Agriculture 

What  the  Consumer  Wants  -  J.  Stevens  Stock,  J.  Stevens 
Stock  Research  Co.,  New  York  City 

2:15  -  5  p.m.    MEETINGS  OF  SECOND  WORK  GROUPS 

(Continuation  and  completion  of  meetings  of  the  work  groups 
formed  at  the  morning  session.) 

6:30  p.m.       BANQUET 

Toastmaster  -  Hon.  L.  Y.  Ballentine,  Commissioner,  North 
Carolina  Department  of  Agriculture 

Entertainment 

Working  With  People  -  Barry  Bowser,  Sales  Development 
Manager,  Dairipak  Butler  Inc.,  Cleveland,  Ohio 

ThvccBd&y,   November  20 

8:30  -  9:15  a.m.  GENERAL  SESSION 

Chairman  -  Hon.  Dan  J.  Carey,  Commissioner,  New  York 
Department  of  Agric\ilture  and  Markets 
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The  Effects  of  Integration  on  Marketing  Agriciiltiiral  Products  - 
Dr.  Joseph  G.  Knapp,  Administrator,  Farmer  Cooperative  Service, 
U.  S.  Department  of  Agriciiltuire 

9:15  a.m.  -  

12:30  p.m.     MEETINGS  OF  THIRD  WORK  GROUPS 

Group  A  -  Developing  and  Operating  a  Marketing  Program  in  a  State 

Department  of  Agriculture  (for  Commissioners  of  Agriculture 
and  Heads  of  Divisions  of  Markets.) 

Topic:  SCOPE  AM>   PROBLEMS  INVOLVED  IN  CONDUCTING  MATCHING  FUND  MARKET- 
ING SERVICE  PR0GRAI4S 

Chairman  -  Hon.  George  H.  Chick,  Deputy  Commissioner,  Maine 
Department  of  Agriculture 

Secretaiy  -  Don  E.  Wilkinson,  Wisconsin  Department  of 

Agriculture,  Secretary  of  the  National  Association 
of  Marketing  Officials 

Speakers : 

Problems  Encoxmtered  by  the  States  in  Operating  a  Matching 
Fund  Program  -  Hon.  Ben  J.  Butler,  Commissioner,  Kentucky 
Department  of  Agriculture 

ScoDe  and  Shor+''<«»^J-^SS  of  the  Matching  Fund  Program  -  William 
C.  Crow,  Liaison  Officer,  Matching  Fund  Program,  A^S,  U.  S. 
Department  of  AgricTilture 

Improvements  Needed  in  Administrative  Procediores  -  William  C. 
Crow,  Liaison  Officer,  Matching  Fund  Program,  AMS,  U.  S. 
Department  of  .^\^iculture 

On  the  third  day  this  group's  discussion  will  be  restricted  to  the 
matching  f\md  marketing  service  program.  Attention  will  be  given  to 
the  potentials  of  such  a  program,  its  usefiilness,  and  the  problems 
involved  in  getting  the  most  oxrt  of  it;  the  opportunities  of  using 
this  program  as  a  means  of  developing  a  well-rounded  marketing 
division;  ways  of  developing  projects  to  solve  marketing  problems 
in  a  State;  the  need  for  coordjjaation  of  research,  service  and 
educational  work  in  dealing  with  a  marketing  problem;  methods  of 
selecting  and  training  personnel;  the  neea  foa?  working  closely 
with  industry,  farm  and  other  groups  in  developing  ana  cui^AxAo-tixxc 
the  program;  and  to  the  types  of  assistance  States  need  from  Washington 
and  from  other  States.  Consideration  will  also  be  given  to 
administrative  procedures  such  as  handling  project  statements,  work 
plans,  and  reports  on  work  done;  ways  of  simplifying  accounting 
problems;  and  limitations  on  uses  of  funds. 
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Group  B  -  The  Use  of  Publicity  in  a  Marketing  Program 

Topic :  IHFORMING  THE  PUBLIC  ABOUT  MARKETING  IMPROVEMENTS  AND  PROGRAMS 

Chairman  -  R.  T.  Williams,  Texas  Depaiianent  of  Agriculture 

Secretary  -  James  E.  Reynolds,  AMS,  U.  S.  Department  of 
Agricultvire 

Speakers : 

How  Publicj-ty  Can  Aid  in  Bringing  About  the  Adoption  of 
Marketing  Iirprovements  -  W,  P.  Charron,  Maine  Department 
of  Agriculture 

Selling  Your  >fej:keting  Program  to  the  Public  -  Hon.  Richard 
D.  Chumney,  Assistant  Commissioner,  Virginia  Department 
of  Agricultvire 

Research  agencies  and  State  marketing  service  people  are  constantly 
developing  improvements  in  marketing.  Examples  are  improved 
methods  of  packaging,  handling,  and  transporting;  better  methods 
of  grading;  ways  of  reducing  deterioi^tion  and  spoilage;  how  to 
improve  facilities;  handling  equipment  and  methods  that  will  reduce 
costs;  and  ways  of  meeting  regulatory  reqiAirements .  The  marketing 
opcoioiist  in  the  service  field  shows  individual  operators  how  to 
adopt. these  improvcmcn-fco^  -h^it  the  right  kinds  of  publicity  through 
articles,  special  publications,  movies,  tH>o.^  woxild  intensi-f*y  xn+.orest 
in  these  changes  and  hasten  their  adoption.  State  departments  of 
agriculture  generally  have  been  negligent  in  informing  the  public 
of  the  nature  and  benefits  of  the  marketing  work  they  are  doing. 
This  vork  group  will  divide  its  time  on  the  third  day  between  a 
discussion  of  the  use  of  publicity  to  bring  about  marketing 
improvements  and  how  to  present  to  the  public  an  effective  story 
on  the  State's  marketing  progr-am.  The  techniques,  methods,  and 
problems  involved  in  accomplishing  these  objectives  will  'be 
considered,  along  with  the  need  for  a  closer  working  relationship 
between  the  information  specialist  and  the  groups  and  agencies 
concerned  with  marketing. 

Group  C  -  Fruits  and  Vegetables 

Topic :  ASSISTING  MANAGEMEINT  IN  IMPROVING  OPERATPJG  EFFICIENCY 

oii«,j.x-man  -  Ruel  R.  Hindman,  Illinois  Department  of  Agriciilture 

Secretary  -  Norman  C.  Healy,  AMS,  U.  S.  Department  of 
Agric\iLture 
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Speakers : 

Industrial  Engineering  Techniques  and  Their  Application  to 
Fruit  and  Vegetable  Handling  and  Preparation  for  Market  - 
Robert  K.  Bogardus,  AMS,  U.  S.  Department  of  Agric\ilture 

Using  Cost  Data  to  Increase  Plant  Efficiency  -  E.  C.  Garland, 
Virginia  Department  of  Agriculture 

This  group  will  discuss  cost  analyses  of  plant  operations  for  the 
purpose  of  learning  how  industrial  engineering  techniques  are  used 
in  determining  the  best  layout  for  a  plant  and  the  most  efficient 
kinds  and  vises  of  equipment  within  the  facility.  The  disc\iSsion 
will  aid  persons  concerned  with  improving  the  efficiency  of 
handling  fruits  and  vegetables  in  packing  and  storage  houses, 
processing  plants,  and  wholesale  houses  in  showing  plant  operators 
how  to  remodel  or  rebxiild  their  facility  and  to  determine  the 
kinds  of  eqtiipment  best  suited  to  their  needs.  Members  of  the 
group  are  encoiiraged  to  give  examples  of  the  results  they  have 
obtained  through  this  approach  to  the  problem. 

Group  D  -  Livestock 

Topic :  VERTICAL  INTEGRATION  AND  ITS  EFFECT  ON  MARKETING 

Chairman  -  Hon.  Loyd  Van  Patten,  Assistant  Secretary,  Iowa 
Department  of  Agriculture 

Secretary  -  R.  P.  Callaway,  AMS,  U.  S.  Department  of 
Agricialture 

Speakers: 

The  Economic  and  Technological  Forces  Back  of  Vei tical 
Integration  -  Orlin  J.  Scoville,  ARS,  U,  S.  Department 
of  Agriculture 

Vertical  Integration  of  Livestock  Production  and  Jferketing 
Functions  -  How  Far  and  Who  Will  Do  It?  -  Dr.  Clifton  B. 
Cox,  Purdue  University,  Lafayette,  Indiana 

This  group  will  coccam  itself  with  the  potential  development  of 
vertical  integration  in  the  production  and  marketing  of  livestock 
and  the  changes  that  are  necessary  to  meet  the  needs  of  the  future 
livestock  economy.  In  its  discussions,  the  group  will  consider 
the  economic  and  technological  forces  back  of  the  recent  rapid 
growth  of  integration  in  particular  lines  of  agricvilture  and  the 
probable  effects  of  this  development  on  the  size  and  organization 
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of  producing  and  narketing  units.  With  this  background,  the  group 
will  analyze  what  changes  shoiild  be  made  in  the  character  and  scope 
of  narketing  services  provided  by  State  departments  of  agricxilture 
to  meet  the  needs  of  an  integrated  livestock  economy,  should  this 
materialize . 

Gix)up  E  -  Poiiltry  and  Eggs 

Topic :  THE  CHANGING  MARKETING  SYSTEM  FOR  EGGS 

Chairman  -  Winzer  J.  Petr,  I^nsas  State  Board  of  Agricialture 

Secretary  -  Kenneth  H.  Brasfield,  AMS,  U,  S.  Department  of 
Agriculture 

Speakers : 

Our  Experience  in  Improving  Egg  Quality  at  the  Producer  Level- 
Gerald  Zich,  New  Jersey  Department  of  Agrictilture 

Promoting  Production  of  Quality  Eggs  in  Florida  -  Earl  H. 
Nelson,  Florida  Egg  Commission,  Tantpa 

Rapid  changes  are  taking  place  in  the  marketing  channels  through  which 
eggs  move  from  the  farm  to  the  ultimate  consimer  and  in  the  methods  of 
caring  for,  handling,  packing,  and  grading  at  the  farm  and  local 
assembly  point.  Stricter  control  over  egg  quality  at  the  producer  level - 
a  key  feature  of  contract  or  integrated  egg  production  and  marketing 
operations  which  are  spreading  into  the  egg  business — has  opened  up 
possibilities  for  greater  mechanization  of  egg  grading  and  packaging 
and  the  transfer  of  final  grading  and  cartoning  from  city  markets 
to  country  assembly  markets.  In  this  session,  the  significance  of 
these  recent  trends  will  be  disciissed  with  particular  emphasis  on 
the  effects  which  they  may  have  on  marketing  efficiency,  egg 
consumption  smd  Federal  and  State  regulatory  and  marketing  service 
programs . 

Group  F  -  Dairy  Products 

Topic :  INCREASING  OPERATING  EFFICIENCY  OF  MILK  AND  DAIRY  PROIUCTS 
PROCESSING  PLANTS 

Chairman  -  Frank  B.  Ford,  Mississippi  Department  of  Agricultvire 

Secretary  -  Dr.  Louis  F.  Herrmann,  AMS,  U.  S.  Department  of 
Agricult\are 
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Speakers; 

Opportunities  for  Reducing  Milk  Heuadling  and  Processing  Costs  - 
Dr.  Charles  E.  French,  Purdue  University 

Plant  Consolidations  and  ffergers  as  a  Means  of  Attaining 
Greater  Operating  Efficiency  -  Dr.  Tniinan  F.  Graf,  University 
of  Wisconsin 

This  group  will  discuss  the  impact  of  technological  developments  on 
the  optimum  size  of  milk  receiving  and  processing  plants  and  consider 
the  changes  in  management  practices,  equipment,  and  plant  handling 
methods  needed  for  more  efficient  operations.  Attention  will  he 
given  to  the  opportunities  for  reducing  unit  handling  and  processing 
costs  through  consolidations  and  mergers  and  the  advantages  and 
economies  of  multi-purpose  plants. 

Group  G  -  Grain 

Topic :   DEVELOPING  AND  CONDUCTING  A  PROMOTION  PROGRAM  FOR  WHEAT 

Chairman  -  Charles  0.  Moser  -  Colorado  Department  of  Agricxilture 

Secretary  -  E.  C.  Collins,  AMS,  U.  S.  Department  of  Agriculture 

Speakers : 

Factors  to  Consider  in  Developing  and  Conducting  a  Promotion 
Program,  for  Wheat  -  W.  W.  Graber,  Administrator,  Kansas 
Wheat  Commission 

Developing  Markets  Abroad  -  James  0.  Howard,  FAS,  U.  S. 
Department  of  Agriciolture 

This  group  will  discuss  the  important  considerations  in  developing 
and  conducting  a  promotional  program  to  expand  domestic  and  foreign 
market  outlets  for  wheat  including  the  decisions  concerning  selection 
of  markets;  types  of  media  to  use   in  promotional  activities;  infonnation 
needed  to  reach  such  decisions;  selecting  groups  smd  organizations  to 
carry  out  such  a  program;  kinds  of  activities  that  can  be  performed 
by  State  departments  of  agriculture  in  assisting  wheat  commissions  and 
similar  organizations  in  this  type  of  program;  functions  that  sho\ald  be 
performed  by  a  wheat  commission  and  other  groups  in  organizing  and 
enlisting  the  support  of  producers,  buyers,  and  the  wheat  industry; 
and  ways  of  determining  the  most  effective  promotional  techniques.  The 
presentation  will  center  on  the  plans  and  progress  made  by  the  Kansas 
Wheat  Commission  in  its  promotional  program,  as  an  example  of  work  in 
this  field.  Conclusions  will  be  reached  on  the  best  ways  to  develop 
an  effective  promotion  program  for  wheat  and  wheat  products  and  on  what 
State  departments  of  agriculture  can  do* to  assist  in  this  type  of  program. 
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12:30  -  1:30  p.m.      LUNCH 

1:30  -  2:30  p.  m.      MEETINGS  OF  THIRD  WORK  GROUPS 

(Continuiation  of  Third  Work  Groups  formed  at  morning 
session.) 

2:30  -  ij-:30  p.m.       GENERAL  SESSION 

Chairman  -  Hon.  Byron  G,  Allen^  Commissioner,  Minnesota 
Department  of  AgricioltTire 

Presentation  of  Work  Group  Reports 

Developing  and  Operating  a  Marketing  Program  in  a 
State  Department  of  Agriculture 

The  Use  of  Publicity  in  a  Marketing  Program 

Fruits  and  Vegetables 

Livestock 

Po\LLtry  and  Eggs 

Dairy 

Grain 

Concluding  Remarks  -  William  C.  Crow,  Liaison  Officer, 

Matching  Fund  Program,  State 
Departments  of  Agriculture,  AMS, 
U.  S.  Department  of  Agriculture 

^:30  p.  m.      Adjournment 
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ADJUSTING  MARKETING_SERyiCE_PROGRAMS_IO_CHANGiNG_CONDiIiONS 


A  report  of  the  National  Marketing  Service  Workshop 
at  Springfield,  111.,  November  l8,  19,  and  20,  1958 


PLANS  FOR  THE  WORKSHOP 

William  C.  Crow,  Liaison  Officer,  Matching  F\md 

Program,  State  Departments  of  Agriciilture 

United  States  Department  of  Agricultvire 

The  Program  Committee,  the  members  of  which  are  listed  on  the  first  page  of  the 
program,have  tried  very  hard  to  develop  a  program  that  will  be  of  real  benefit 
to  employees  of  State  Departments  of  Agriciilture  who  are  engaged  in  marketing 
work.  Oiir  theme,  "Adjusting  1-fa.rketing  Service  Programs  to  Changing  Conditions," 
was  chosen  because  so  many  of  the  States  are  in  the  process  of  modifying  their 
marketing  activities  so  that  they  will  better  meet  the  needs  of  their  people. 
No  one  in  attendance  here  has  ever  seen  a  time  when  so  nany  changes  were  "being 
made  in  marketing  methods,  institutions,  facilities,  and  practices.  Production 
areas  are  changing.  The  composition  of  diets  is  shifting  with  more  emphasis  on 
certain  types  of  foods.  Consumer  expenditiores  for  food  are  rising.  More 
services  are  being  demanded  of  the  marketing  system.  A  retail  food  store  stocks 
many  items  that  did  not  exist  10  years  ago,  and  many  others  in  new  forms.  The 
average  operator's  volume  is  increasing.  Labor  saving  devices  are  being  sought 
and  adopted.  Closer  coordination  between  successive  steps  in  the  marketing 
channel  is  being  achieved,  and  numerous  other  changes  are  underway.  In  the  face 
of  such  changes,  a  State  Department  of  Agriculture  cannot  stand  still  in  its 
marketing  work. 

This  program  is  aimed  at  helping  us  all  xinderstand  the  changes  that  are  taking 
place,  see  the  problems  that  are  in  need  of  solution, and  learn  how  to  deal  more 
effectively  with  them.  A  major  place  in  the  program  has  been  given  to  a  con- 
sideration of  the  marketing  activities  that  should  be  carried  on  in  a  State, 
and  how  they  should  be  organized.  Another  group  will  devote  its  time  to  a 
study  of  how  the  proper  kinds  of  publicity  can  improve  marketing.  Those  inter- 
ested primarily  in  certain  commodities  will  find  groups  studying  commodity 
marketing  problems.  I  have  seen  no  conference  where  so  much  could  be  learned 
about  so  many  aspects  of  marketing  in  such  a  short  time. 

The  program  for  each  half  day  will  begin  with  a  general  session  in  this  room. 
At  these  sessions  outstanding  speakers  will  talk  on  subjects  of  general 
interest.  Following  the  general  session  all  persons  in  attendance  will  divide 
to  form  seven  work  groups  ^ich  will  meet  simultaneously  in  the  rooms  assigned. 
As  noted  in  the  program  there  are  groups  on  "Developing  and  Operating  a  Market- 
ing Program  in  a  State  Department  of  Agriculture"   (for  Commissioners  of 
Agriculture,  heads  of  Divisions  of  Markets,  and  other  persons  in  administrative 
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positions),  "The  Use  of  Publicity  in  a  Marketing  Program"  (primarily  for 
information  people),  and  commodity  groups  (Fruits  and  Vegetables,  Livestock, 
Poultry  and  Eggs,  Dairy  Products,  and  Grain).  Each  group  has  a  leader  who  is 
primarily  responsible  for  its  operation,  a  chairman  for  the  day,  and  a 
secretary.  Each  work  group  meeting  will  open  with  talks  on  the  subject  out- 
lined in  the  program.  Any  person  registered  may  Join  any  work  group  he 
desires,  but  having  entered  a  group  he  should  not  move  to  another  one  during 
the  day.  Persons  wandering  from  one  group  to  another  during  a  day  not  only 
get  little  from  the  conference  but  are  a  hindrance  to  those  people  who  are 
concentrating  on  a  problem.  Each  work  group  will  finish  its  first  topic  by 
5  o'clock  this  afternoon.  Tomorrow  morning  all  persons  are  again  free  to  choose 
any  work  group  they  prefer.  In  this  manner  all  persons  will  have  the  oppor- 
tvinity  of  attending  all  general  sessions  and  participating  in  work  groups  on 
three  subjects  (one  each  day). 

Each  work  group  will  strive  to  reach  conclusions  on  the  assigned  subject,  and 
on  Thxarsday  afternoon  at  a  general  session  the  group  leader  will  give  a  report 
on  the  highlights  of  his  group  discussion.  In  this  manner  we  may  all  get  an 
idea  of  the  conclusions  reached  by  all  work  groups. 

If  anyone  has  not  registered  he  should  do  so  as  soon  as  possible.  Proceedings 
of  the  workshop  containing  all  speeches  and  work  group  reports  will  be  mailed 
to  all  persons  registered.  All  persons  expecting  to  attend  the  beuaquet 
tomorrow  night  sho\ild  procure  a  ticket  at  the  Registration  Desk  today,  because 
we  must  notify  the  hotel  of  the  number  of  persons  to  be  ser  'ed.  A  good  meal 
will  be  served,  relaxing  entertainment  provided,  and  an  entejrtaining  and 
stimulating  speaker  will  be  with  us. 

Your  attention  is  called  to  the  fact  that  because  of  n\amerous  requests  no 
formal  program  has  been  arranged  for  this  evening.  The  evening  is  left  open 
for  special  meetings  on  any  subject  which  a  group  may  desire  to  discuss.  If 
any  of  you  plan  such  a  meeting,  please  hand  yo\ar  announcement  to  me  for  read- 
ing at  the  general  session  just  after  Ixinch  today.  Speakers  desiring 
projectors,  blackboards,  or  other  special  equipment  should  make  their  needs 
known  at  the  Registration  Desk.  Persons  needing  typing  assistance  should  also 
request  it  at  that  desk.  Please  wear  your  name  tags  throughout  the  meeting  in 
order  that  we  may  all  become  better  acquainted.  The  Advisory  Committee  on  the 
Matching  Fvmd  Marketing  Service  Program  will  meet  immediately  after  the  close 
of  the  workshop.  If  you  have  any  suggestions  or  gripes  give  them  to  a  member 
of  that  committee. 

Remember  that  a  workshop  is  a  place  where  everybody  works.  Each  person  here 
is  a  student  at  this  school,  but  each  is  also  a  teacher.  Learn  all  you  can, 
but  don't  fail  to  contribute  your  ideas  so  the  other  fellow  can  learn.  The 
stage  for  this  meeting  has  been  well  set.  What  you  get  out  of  it  depends 
on  you. 
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NEW  HORIZONS  FOR  MARKETING  SERVICE  PROGRAMS 

Roy  W.  Lennartson 
Deputy  Administrator  for  Iferketing  Services,  AMS, 
U.  S.  Department  of  Agriculture 

During  the  early  years  of  the  matching  fund  program,  the  workshops  were 
limited  in  scope  and  dealt  primarily  with  the  restricted  programs  then  londjer- 
way  in  the  States.  They  have  now  evolved  into  a  forum  for  discussion  and 
evaliiation  of  the  full  range  of  marketing  problems  in  agriciilture .  This 
treatment  of  the  basic  and  broad  problems  in  marketing  is  considered  to  be  a 
highly  desirable  aspect  of  the  workshop. 

The  rising  curve  of  requests  and  needs  for  marketing  services  in  recent  years 
has  resxolted  in  considerable  expansion  of  the  work  in  both  the  States  and  in 
USDA.  A  working  force  of  about  20,000  persons  and  a  budget  of  $75  to  $100 
million  is  now  required  to  conduct  the  combined  programs. 

Our  marketing  service  programs  are  being  subjected  to  severe  pressiores  arising 
from  the  technological  revolution  in  agricult\ire  and  drastic  changes  in  the 
marketing  structure.  The  integration  of  production  and  marketing  functions 
in  the  broiler  industry  and  in  turkeys  and  eggs  illustrates  the  revolution  taking 
place  at  the  farm  level.  The  claim  that  some  12  buyers  purchase  about  70  per- 
cent of  the  broiler  output  points  up  how  drastic  have  been  the  changes  in 
distribution  methods  and  retailing.  The  tempo  of  change  in  these  areas  makes 
it  difficult  to  keep  ciirrent  but  the  main  directions  are  generally  \mderstood. 
This  is  not  the  case  regarding  the  effects  on  marketing  services.  Here  there 
is  a  lag  in  revamping  programs  to  meet  the  realities.  To  illustrate: 
purchasing  of  livestock  is  shifting  more  and  more  from  the  terminals  to 
coxintry  buying  stations,  auctions,  feed  lots,  and  ranches,  yet  we  have  only  a 
fragmentary  system  of  reporting  transactions  at  those  co\mtry  points.  Modern- 
ization of  market  news  services  to  meet  these  changing  conditions  will  be 
expensive.  This  calls  for  a  hard  look  at  methods  of  communication  and  for 
greater  coordination  of  effort  at  the  Federal  and  State  levels  to  hold  down 
costs. 

In  addition  to  market  news  there  are  other  areas  where  the  forces  of  change 
are  creating  problems  in  providing  needed  services.  Specification  buying, 
for  example,  is  reqiiiring  a  reexamination  of  official  grades  and  standards. 
The  development  of  convenience  foods  and  other  new  food  products  presses  for 
an  expanded  program  in  the  grading  field.  Other  potential  or  existing  devel- 
opments ■v^ich  may  reqiiire  expanded  grading  services  are:  (l)  Live  beef  grading; 
(2)  live  or  carcass  grading  of  meat -type  hogs;  (3)  certification  of  protein 
content  in  grains;  (4)  certification  of  product  qiiality  in  accordance  with 
buyer  specifications;  (5)  raw  product  certification  to  include  sanitation  as 
well  as  product  quality;  (6)  objective  laboratory  analyses  of  certain  product 
qualities  -  e.g.  fibrograph,  micronaire,  maturity  and  Pressley  tests  in  cotton. 


27 


In  the  regulatory  field,  there  is  a  need  for  greater  en^phasis  on  the  service 
aspects.  The  matching  fund  program  has  done  much  to  encourage  this  approach 
by  the  States  in  administering  quality  control  laws  and  regulations,  with 
good  resvilts.  Likely  areas  of  greater  regulatory  activity  include  marketing 
orders  and  the  amended  Packers  and  Stockyards  Act.  Wider  use  is  being  made 
of  marketing  orders  to  help  establish  orderly  marketing  conditions.  Some  80 
milk  markets  and  six  potato  marketing  areas  are  being  regulated  under  Federal 
orders.  Several  States  are  showing  an  interest  in  this  type  of  marketing 
regulation  and  a  few  have  enacted  enabling  legislation.  Recent  amendments  to 
the  Packers  emd  Stockyards  Act  will  voore   than  double  the  n\miber  of  markets  to 
be  posted  smd  greatly  increase  other  administrative  responsibilities. 

All  this  adds  up  to  a  greater  demand  for  marketing  services  in  the  fut\ire. 
In  preparing  for  it  there  will  need  to  be  more  long-range  planning,  further 
e:^loration  of  areas  of  Federal-State  cooperation  and  of  cooperation  between 
States  on  a  regional  basis,  and  greater  attention  given  to  employee  qualifi- 
cations and  tenure  systems.  Prospects  are  for  a  period  of  strict  austerity, 
which  mecins  that  requests  for  new  services  must  be  carefully  screened  to  be 
sure  a  real  need  exists.  Likewise,  the  contribution  of  existing  services  to 
the  inrprovement  of  marketing  should  be  thoroughly  reexamined. 


A  RETAILER  VIEWS  THE  MARKETING  OF  FARM  PRODUCTS 


W.  C.  Ferguson,  Vice  President 
American  Stores  Company 

Qood  afternoon  Mr.  Crow,  Mr.  Alangoi,  friends  and  delegates  to  Idie  National 
Marketing  Service  Workshop.  I  am  delighted  to  be  here,  but  must  tell  you 
that  I  am  neither  an  escpert  nor  a  specialist  in  farm  problems,  and  yet  I  am 
keenly  interested  in  everything  you  will  be  discxissing  here  during  the  next 
few  days.  This  is  because  all  food  retailers  realize  that  only  through 
cooperation  between  producer  and  distributor  can  our  economy  be  stabilized 
and  oiir  future  remain  secvire. 

Cooperation  between  the  producer  and  the  distributor  is  not  a  marriage  of 
convenience,  it  is  a  matter  of  necessity.  It  is  not  a  case  of  being  "fair 
weather  friends,"  but  a  continuing  unity  in  good  times  as  well  as  bad.  That's 
why  these  workshops  contribute  so  much,  for  they  remind  us  of  the  continuing 
need  to  help  one  another. 

Yesterday,  the  following  prediction  caught  my  attention.  Nathan  Koffsky,  the 
U.  S.  Department  of  Agriculture's  farm  income  specialist,  speaking  in 
Washington  before  the  36th  National  Agricultural  Outlook  Conference  said, 
"This  year,  in  sharp  contrast  to  the  outlook  of  a  year  ago,  we  can  look 
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forward  with  considerable  assurance  to  a  growing  economy  in  the  year  ahead." 
The  average  consvmer  is  expected  to  enjoy  significant  ^ins  in  income,  some 
price  stability,  increased  employment,  industrial  output,  and  enhanced  pur- 
chasing power.  But  he  added,  "Some  of  the  increase  in  consumer  income  may  he 
partially  offset  by  a  drop  in  income  from  farming."  Department  economists 
have  forecast  a  downturn  next  year  of  from  5  to  10  percent  in  farm  income 
because  of  lower  farm  prices. 

Today,  the  hog  market  is  high  —  ly  to  20  cents,  yesterday  it  was  l8|^  cents 
in  Chicago,  almost  double  what  it  was  several  years  ago.  What  happened  to  the 
"Lean  Pork  Program"  that  was  started  when  prices  were  low  to  give  the  house- 
wife better  value  for  her  dollar?  When  the  supply  is  plentiful  again  next 
year,  will  she  still  be  buying  as  much  pork?  Or,  will  she  have  developed 
preferences  for  other  kinds  of  meat  that  show  less  waste  and  today  are  giving 
her  better  value  for  her  money? 

Q?his  subject  was  discussed  this  morning  in  the  "Group  D"  Livestock  meeting. 
Mr.Maybee  had  a  real  story  to  tell  about  the  Canadian  Hog  Progiam,  for  they 
have  been  doing  an  outstanding  job  in  producing  lean  pork.  Let's  look  into 
some  other  areas  where  successful  efforts  are  in  evidence. 

The  American  Stores  Company,  like  many  other  food  chains,  are  continually 
trying  to  improve  the  quality  of  fruits  and  vegetables  and  help  the  farmer 
raise  profit  margins  through  more  uniform  grading  and  packaging.  We  have  been 
emphasizing  the  importance  of  having  products  washed,  waxed,  and  polished  in 
order  to  display  them  in  a  more  appetizing  and  appealing  manner. 

Years  ago,  the  farmer  shipped  his  potatoes  to  retail  stoics  just  as  they  were 
dug.  Many  of  vis  who  worked  in  grocery  stores  20  years  ago  remember,  and  not 
too  fondly,  the  chore  of  carrying  potatoes  in  100-pound  burlap  sacks  from  the 
delivery  truck  to  back  room,  often  on  our  backs.  In  those  days,  most  doorways 
and  aisles  were  too  narrow  to  accommodate  pia-bform  trnioics.  f;-rowf»Ts  fiarmiy 
believed  that  it  was  up  to  the  retailer  to  sell  potatoes  from  bags,  pecks, 
counters,  bins,  or  however  they  wished.  The  retailer  simply  "piled  it  high 
and  priced  it  low," 

Later  cocrpowitive  groups  began  to  experiment  by  shipping  potatoes  in  10-poimd 
and  15-pound  kraft  baga.  Encouraged  by  the  popularity  of  this  move,  Maine 
growers  decided  to  pack  their  pota^uco  in  -idiite  bags,  and  these  packages  began 
to  outsell  the  products  of  other  States  packed  in  brown  oags.  Ncict,  certain 
producers  began  to  pack  their  potatoes  in  window  bags,  and  almost  ovemistit 
these  selling  units  captiired  the  public's  fancy.  Later,  5-Pomid  window  bags 
appeared  and  became  a  hot  selling  \m±t,   appealing  to  small  families  and 
apartment  dwellers. 

Then,  someone  got  a  bright  idea.  Why  not  display  potatoes  in  transparent  bags? 
This  started  a  real  revolution  because  suddenly  ciistomers  discovered  that 
newly  dug  potatoes  weren't  very  pretty  I  So  a  few  smart  growers  decided  to 
wash  their  potatoes  before  sending  them  to  market.  The  success  of  this  idea 
quickly  became  apparent  and  soon  all  potatoes  were  being  washed  and  fully 
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displayed  in  transparent  polyethelene  bags.  Now  selling  units  are  again 
growing  larger.  In  many  ai*eas  50-Poimd  units  are  outselling  smaller  packs 
and  prices  reflect  the  saving, 

■Hiis  trend  is  interesting  for  another  reason.  Instead  of  being  content  to 
let  the  retailers  "merchandise"  their  potatoes,  the  growers,  throxigh  their 
cooperatives,  have  taken  over  the  job  and  are  competing  with  other  State 
associations  for  the  consumer's  dollar. 

Equipment  maniofacturers  have  aided  materially  in  this  development  by  building 
small  washing  and  waxing  machines  that  are  priced  within  the  reach  of  small 
farmers,  ^drocooling,  or  cold  water  baths  are  also  valuable  in  improving 
the  appearance  and  keeping  properties  of  com,  string  beans,  and  tomatoes. 
Similarly,  vacuum  cooling  has  been  an  important  aid  in  the  preservation  of 
spinach,  lettuce,  cabbages,  and  other  leaf  vegetables  such  as  endive  and 
escarole.  While  many  farmers  are  able  to  take  their  products  to  local  cool- 
ing plants,  smaller  vacuim -cooling  equipment  has  been  developed  into  mobile 
vinits  \diich  can  travel  out  to  the  farm  areas  to  save  the  farmer  transportation. 

In  otjr  conversations  with  the  local  farmers  we  siaggest  they  ship  their  prod- 
ucts in  cell -pack  or  tray-pack  cartons  so  that  certain  fruits  and  vegetables 
may  be  packaged  to  avoid  spoilage  or  damage  \riiile  in  transportation.  The 
marketing  of  peaches  provides  a  good  example.  Original  containers  have 
changed  from  baskets  to  tills  to  boxes.  Then  pi^cooled  peaches  made  their 
appearance.  Growers  learned  that  by  dipping  peaches  in  cold  water  and  trans- 
porting them  in  refrigerated  trucks,  quality  was  preserved  and  less  spoilage 
res\alted.  Today  peaches  are  packed  in  special  boxes,  similar  to  pressed  egg 
cartons  with  spaces  for  each  individual  peach.  Again,  the  grower  has  found  a 
way  to  raise  profits  by  reducing  spoilage. 

Frequently,  we  invite  local  farmers  to  meet  with  numbers  of  our  Produce 
Biiyanc  TV>partment  and  discuss  ways  oiid  means  to  help  one  another.  For  example, 
on  April  l6  our  Syracxise,  New  York  branch  invited  27  local  fsirmers  to  dinner. 
After  a  hearty  meal  of  boiled  ham,  potatoes,  cabbage,  and  apple  pie,  served 
coimtry  style,  our  produce  buy^r  took  these  men  on  a  personally  conducted 
tovir  of  our  warehouse  storage  and  shipping  facilities.  Afterward,  they  were 
greeted  by  our  zone  manager,  who  led  a  discussion  on  various  ways  aad.  means 
of  improving  their  products. 

We  talked  »tout  aeveioping  better  shipping  cartons  that  could  make  at  least 
one  iound  trip  from  the  grower  to  warehouse  to  stores  without  damage  to  their 
contents.  Uniformity  was  also  discxissed  and  the  advantage  of  selling  tomatoes, 
com,  and  peppers  of  xmiform  size  and  weight.  Various  approved  methods  of 
cleaning  products  wei^  also  discussed  axid  sample  packages  were  distributed  to 
demonstrate  how  other  fazroers  were  packaging  and  displaying  their  wares. 
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During  this  and  similar  meetings,  the  most  modem  methods  of  quality  control 
were  discussed  starting  with  the  grading  of  the  product  according  to  size  or 
weight,  the  washing  process,  then  the  waxing  and  wrapping  and  the  use  of 
approved  cardboard  trays  and  containers. 

A  few  days  ago,  I  had  an  opportijnity  to  visit  one  of  these  farmers.  His  name 
is  George  Hafner  and  he  lives  just  outside  of  the  city  limits  of  Syracuse. 
George  Hafner  ciiltivates  approximately  I50  acres  which  is  considered  in  that 
area  to  be  a  "medium-size  farm."  After  inspecting  several  fields,  I  was 
shown  various  pieces  of  eqiiipnent  he  had  constructed  euid  assembled  with  the 
advice  and  counsel  of  Joe  Shimborsky,  our  zone  produce  buyer. 

When  George  Hafner  first  started  selling  his  tomatoes  to  the  American  Stores, 
he  was  receiving  the  established  market  price  of  75  cents  for  a  30-pound  half- 
bushel  basket.  This  was  then  the  current  market  price  for  "field  run" 
tomatoes  in  the  Syracvise  area.  After  our  encouragement,  George  Hafner  started 
to  grade  his  tomatoes,  washing  and  waxing  them  with  the  help  of  a  homemade  and 
somewhat  crude  apparatus.  We  then  paid  him  $3  for  a  half  bushel  which  was  at 
the  rate  of  $1  for 3-  to  10-pound  baskets.  This  was  fovir  times  the  price 
farmer  Hafner  had  been  receiving  for  his  "field  run"  tomatoes.  However,  he 
still  had  the  problem  of  selling  his  culls.  Our  buyer  pointed  out  that  these 
co\ild  be  marketed  in  bulk  at  the  local  auction  and,  s\ire  enovigh,  the  next  day 
George  ^fner  sold  his  remaining  tomatoes  for  75  cents  a  half  bushel,  the 
total  price  he  had  received  for  all  his  tomatoes  prior  to  our  merchandising 
program. 

Today,  George  Hafner  sells  not  only  premium  packages  of  tomatoes  but  he  has 
many  more  acres  vmder  cultivation.  Buyers  come  70  to  80  miles  in  order  to 
purchase  his  products  and  the  improved  packaging  and  keeping  quality  of  his 
10-pound  \xnits  a3J.ow  these  buyers  to  transport  their  products  greater 
distances  than  would  have  been  possible  in  the  past  without  damage  or 
deterioration . 

Significantly  enough,  George  Hafner  has  hired  no  more  help  with  his  increased 
acreage.  He  has  also  recently  raised  500  bushels  of  cucumbers  which  he  washed, 
waxed,  and  sold  in  competition  with  Southern  farmers,  and  these  cucumbers  have 
paid  for  the  purchase  of  new  equipment  I 

Frank  Magary,  another  local  Syracuse  farmer,  using  similar  equipment,  has 
increased  his  production  and  profit  on  iradishes,  green  onions,  bunch  beets, 
and  leaf  lettuce.  Before  he  had  a  hard  time  delivering  his  products  to  our 
warehouse  by  6  p.m.,  now  he  unloads  his  merchandise  at  3  p.m.  Even  more  im- 
portant, his  sales  are  up  15  percent  with  three  less  helpi 

While  George  Hafner  and  Frank  Ifegary  are  only  two  farmers  out  of  hundreds — 
perhaps  thousands — we  are  dealing  with  throughout  the  seven  States  in  which  we 
operate  retail  stores,  it  helps  to  illustrate  the  type  of  service  being 
rendered  by  the  food  chains  to  the  small,  independent  farmer  and  how  we  have 
helped  him  reduce  cost  and  increase  profit  margins. 
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Cxirrently,  four   of  our  retail  store  employees  are  attending  Michigan  State      I 
and  Cornell  Universities  doing  graduate  work  in  Food  Distribution.  They  bring 
the  nvunber  up  to  20  of  our  operating  personnel  who  have  taken  this  full-year 
course  entirely  at  company  expense.  We  also  have  12  "off  the  Job"  in  our 
Company  Training  Program  and  a  staff  of  22  full-time  tirainers  recruited  from 
our  best  operating  personnel.  Such  courses  include  managerial  and  supervisory 
programs  as  well  as  "skill  training"  in  the  proper  handling  of  meat,  fruits, 
vegetables,  and  dairy  products. 

Recently,  the  American  Stores  Company  completed  a  10 -year  survey  of  the 
results  of  purchasing  fruits  and  vegetables  for  direct  delivery  to  retail 
stores  located  in  Atlantic  County,  New  Jersey,  and  also  in  the  Philadelphia 
area.  This  has  proved  to  be  a  very  successfiol  operation  for  both  the  growers 
and  our  company.  The  resulting  "good  will"  has  also  added  tremendously  to  the 
success  of  the  undertaking. 

Starting  with  21  growers  whose  total  direct  store  deliveries  amovinted  to  less 
than  $30^000  a  year,  today  we  have  80  growers  participating  within  the  same 
territory,  and  their  sales  this  year  will  exceed  $400,000  and  these  farmers 
represent  only  a  relatively  small  proportion  of  our  total  suppliers. 

These  results  were  achieved  by  having  special  representatives  of  the  American 
Stores  Company  stationed  in  the  producing  areas  each  season  and  keeping  in 
close  touch  with  both  the  farmers  and  ovir  stor^  managers.  Orders  are  placed 
with  the  fanners  daily.  Most  produce  deliveries  are  made  before  the  stores 
open  each  morning  and  the  most  perishable  commodities  are  usvially  picked  the 
same  morning  that  they  are  delivered.  Through  this  program  it  has  been 
possible  to  sell  "tree -ripened  peaches"  and  "sweet  com  only  a  few  hours  old," 
and  other  fjruits  said  vegetables  at  their  veiy  peak  of  perfection. 

Growers  like  the  program  because  it  gives  them  a  high  proportion  of  the 
consumer's  dollar.  They  gain  steady  and  regular  outlets  and  are  paid  for 
both  the  higher  quality  as  well  as  for  packaging  and  delivery.  Our  customers 
are  also  pleased  with  this  program  for  they  are  able  to  buy  fresh,  top  qxaality 
produce  at  no  greater  cost  than  produce  they  purchase  elsewhere.  Proof  of 
their  satisfaction  is  the  increase  in  sales  in  the  Produce  Departments  served 
by  this  program.  It  i&  also  worth  noting  that  our  spoil  rate  and  losses  are 
much  less  due  to  the  improved  packaging  and  keeping  qjjality  of  this  merchan- 
dise. The  success  of  this  program  has  enabled  us  to  reduce  produce  prices, 
thereby  passing  a  proportion  of  this  ^in  back  to  the  consiimer. 

In  19^5,  we  encouraged  Florida  growers  to  start  spraying  com  to  help  eliminate 
worms.  Soon  local  Pennsylvania  and  New  Jersey  farmers  followed  suit.  Today 
with  the  added  advantage  of  hydrocooling,  \rtiich  helps  preserve  the  sugar 
content,  we  are  selling  com  in  our  stores  12  months  a  year. 

Regular  meetings  are  scheduled  with  county  agents  and  growers  two  or  three 
times  a  year  followed  by  personal  visits  to  the  farms  to  discuss  local  problems. 


32 


Many  accept  our  standing  invitation  to  visit  vra.rehouses  and   coolers  ajid  I 
have  bad  the  personal  pleasure  of  addressing  many  such  groups  in  Philadelphia 
and  elsewhere. 

As  everyone  knows,  no  retail  organization  can  dictate  to  independent  egg 
producers.  However,  corporate  chain  experience  can  often  help  the  producer 
to  reduce  expenses  and  increase  his  net  profit.  To  "better  understand  the 
problems  of  local  egg  producers,  our  Company  maintains  a  force  of  trained 
field  s\ipervisors  who  regularly  visit  farmers  and  dealers  to  inspect  q^:lality 
and  offer  constructive  siiggestions  for  improving  their  operations. 

Experience  tells  us  that  five  or  six  strains  of  hens  produce  a  more  desirable 
product  than  the  average  layers.  Through  such  selection  we  can  reduce  blood 
spots  to  a  minimxim,  increase  viscosity  and  strengthen  the  albumen,  thereby 
achieving  a  more  desirable  shell  thickness.  These  eggs  will  be  90  percent 
perfect  before  candling,  saving  both  time  and  money  for  the  producer.  We 
recommend  Hy-Brid  birds  to  ass\ire  thick,  chalk-white  sheJJLs  and  heavy  albumens. 

To  further  help  egg  producers  and  dealers  to  maintain  high  qxiality  and  realize 
maximum  profits,  we  have  drawn  up  the  following  recommendations.  For  example, 
we  recommend  that  eggs  should  be  laid  by  confined  birds  of  l8  months  or  less. 
We  reccaumend  collecting  the  eggs  from  the  nest  at  least  three  times  daily, 
more  often  in  the  summer.  We  siiggest  producers  install  mechsmical  coolers  and 
hvmiidity  controlled  refrigeration  both  in  summer  and  winter  for,  as  you  know, 
it  is  desirable  to  avoid  low  humidity  in  the  winter  time. 

We  also  reccanmend  Toniform  feeding  the  year  round  to  insure  light  yolks.  Feeds 
containing  a  high  oat  content  are  found  to  be  generally  more  desirable.  Eggs 
should  be  marketed  at  least  twice  a  week  and  should  be  nest-clean  or  dry- 
cleaned.  Of  course,  they  should  be  infertile,  for  no  rooster  should  be  mixed 
in  with  the  hens. 

Weights  are  usually  specified  to  help  insure  quality.  For  example,  large  eggs 
should  weigh  no  less  than  25  oz.  or  more  than  27  oz.  per  dozen.  Also,  the 
quality  of  eggs  has  to  be  watched  more  carefully  during  >feiy  and  September  due 
to  climatic  changes. 

Often  an  inspection  of  facilities  will  help  our   representative  recommend  to  the 
producer  ways  to  prevent  breaJkage  and  improve  the  cleaning  process.  We  will 
accept  washed  eggs  ^en  certain  processes  are  used.  Unfortimately,  some 
producers  disre^rd  the  instructions  printed  on  the  sanitizing  solutions. 
Instead  of  running  only  50  eggs  through  the  solution,  they  will  sometimes  run 
200  eggs  throxigh  the  same  solution  before  changing  it.  When  this  is  done,  the 
solution  may  have  become  too  weak  to  properly  clean  the  eggs.  Sometimes  the 
water  is  not  kept  at  the  proper  temperature  (UO^  F.).  If  the  cleansing 
solution  becomes  too  warm  it  may  coagulate  the  albumen.  If  the  water  gets  too 
cold,  bacteria  will  move  from  the  water  to  the  eggs. 


33 


Oiir  Company  also  specifies  the  most  desirable  packaging  material.  For 
example,  we  recommend  packing  15  or  2^  dozen  eggs  to  a  case.  The  bxirsting 
test  of  a  case  should  be  275  pounds  to  the  sq\iare  inch.  Internal  dimensions 
should  be  sufficient  to  accommodate  "Case  Ace"  cartons  with  no  buckling.  We 
also  suggest  that  the  case  be  collapsible  and  water  repellent.  Such  cases 
can  be  reused  and  cost  much  less  per  trip  than  other  crates. 

During  the  past  few  years,  many  labor  saving  devices  have  been  introduced, 
although  most  of  them  are  possible  only  in  large  operations.  Conveyor  belts 
for  collecting  eggs  and  feeding  are  still  controversial  and  have  not  won  too 
wide  an  acceptance.  New  blood  detection  devices  are  available,  althoxigh  they 
are  proving  most  effective  on  white  eggs.  Black  light  is  being  used  to 
floress  eggs  to  help  detect  psuedo-monous  bacteria.  However,  the  most 
advantages  seem  to  be  in  controlling  the  strains  of  laying  hens,  using  a 
regular,  uniform  feed  containing  a  high  oat  content,  maintaining  proper 
cleemsing  facilities,  controlling  temperature  and  humidity,  and  proper 
packaging. 

Currently,  we  have  abeuidoned  oTir  egg  candling  rooms  and  producers  in  many  areas 
are  making  deliveries  directly  to  our  stores  on  a  scheduled  basis,  at  an 
agreed  upon  price.  As  a  result,  everyone  is  better  off.  The  producer  has  an 
assured  market,  at  a  fair  price,  handling  costs  have  been  reduced  -  breakage 
and  losses  virt\jally  non-existsuit . 

Looking  into  the  future  there  will  be  new  developments  in  preservation,  such 
as  atomic  radiation.  We  \anderstand  progress  has  been  made  in  the  sterilizing 
of  fresh  milk,  without  much  change  or  loss  of  flavor.  When  this  becomes 
perfected,  it  covild  result  in  a  genimie  revolution  in  the  cost  of  distribution. 

There  will  be  a  continuing  development  of  prepared  heat-ancU serve  foods,  at 
prices  that  will  shrink  the  premium  over  the  cost  of  home-kitchen  preparation. 

A9  far  as  possible,  the  work  of  processing  and  preparation  will  be  removed 
from  the  retail  store,  because  there  is  greater  efficiency  in  having  this  work 
done  at  the  point  of  production  or  in  a  centrally  located  distribution  plant. 

In  planning  ahead,  it  is  becoming  increasingly  difficult  to  forecast,  with  any 
degree  of  accuracy,  our  future  economy.  We  are  aware  of  the  dangers  of 
inflation  as  stocks,  commodities,  and  wages  slowly  spiral  upwards.  On  the 
other  hand,  the  tremendous  growth  in  population  is  continxxally  creating  new 
markets  and  requires  an  increasing  supply  of  food,  shelter,  and  clothing. 

Unfortunately,  man-hour  production  has  not  increased  correspondingly  to  the 
degree  that  wages  have  risen.  This  is  a  problem  in  all  industries.  However, 
many  technological  improvements  in  manufactiiring  have  helped  reduce  cost  and 
various  forms  of  automation  have  appeared  to  help  hold  the  line.  Great 
advances  in  material  handling  methods  and  electronic  data  processing  equipment 
have  helped  answer  the  challenge  of  improved  productivity.  Nor  do  we  fear  the 
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loss  of  jobs  through  these  developments  for  actually  nearly  half  the  jobs 
today  didn't  exist  in  their  present  form  25  years  ago. 

We  can  look  for  and  expect  greater  productivity  in  the  years  ahead  aided  by 
research  and  innovation.  There  will  be  higher  income  and  more  savings,  larger 
high  schools  and  greater  universities.  All  will  contribute  their  share  toward 
achieving  the  better  things  in  life.  However,  as  Mr.  Lennartson  pointed  out 
this  morning,  "We  must  spend  our  fut\ire  dollars  more  wisely. "  And  as  he 
added,  "We  need  better  planning  and  better  personnel . " 

This  is  the  age  of  distribution  and  the  farmer  today  is  meeting  this 
challenge.  America  is  a  relatively  young  country  with  vast  land  areas  and  as 
we  develop  better  methods  of  harvesting,  preserving,  packing, and  shipping  our 
agricultiiral  products,  greater  markets  will  appear  on  the  horizon. 

Above  all,  we  believe  that  the  principle  of  Democracy  with  God's  help  will 
survive  and  our   way  of  life  will  eventua3J.y  become  the  accepted  pattern 
throughout  the  world.  This  I  say  and  believe  with  all  sincerity,  for  as  we 
continue  to  help  one  another  achieve  success  in  these  joint  undertakings,  we 
are  practicing  the  Golden  Rxile.  Such  efforts  cannot  help  but  result  in 
building  a  secure  and  vibrant  economy  that  will  surpass  today's  most 
optimistic  predictions. 


MARKETING  SERVICE  PROGRAMS  IN  CANADA 

W.  C.  Cameron,  Assistant  Direct or, Marketing  Service 
Canada  Department  of  Agriculture 


Throvigh  the  kind  invitation  of  William  C.  Crow  it  is  my  good  fortxme  to  have 
this  opportunity  of  participating  in  the  National  Marketing  Service  Workshop. 
Viy  assignment  is,  as  I  understand  it,  to  tell  you  something  of  "Marketing 
Service  Programs  in  Canada  . " 

That  actually  would  be  something  of  a  misnomer  so  far  as  our  domestic  circum- 
stances in  Canada  are  concerned  since  the  Marketing  Service  is  one  of  the  four 
main  Services  in  the  organization  of  the  Federal  Department  of  Agric\iltxxre,and 
the  groxmd  which  I  propose  to  cover  extends  jrather  beyond  the  functions  per- 
formed in  the  Marketing  Service  of  the  Department. 

It  is  assumed  that  the  general  field  in  which  you  would  be  interested  would 
be  in  marketing  programs  in  our  country  which  are  associated  with  government 
activity.  These  would  fall  vmder  foiir  main  headings:  grading,  markets 
information,  markets  promotion,  and  marketing  boards,  including  a  brief 
referaice  to  price  stabilization  activities,  although  I  understand  price 
supports  are  outside  the  purview  of  yo^lr  immediate  interest. 
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At  the  outset  a  brief  reference  should  be  made  to  the  division  of  authority 
in  Cfimada  between  the  Federal  government  and  the  provincial  governments, 
because  we  do  have  that  division  of  authority  in  Canada  just  as  you  have  it 
in  the  United  States  between  the  Federal  and  State  governments. 

This  has  been  an  important  issue  in  the  development  of  marketing  legislation 
in  Canada  over  a  great  many  years  and  a  rather  long  series  of  high  court 
decisions  have  gradijally  clarified  the  respective  jurisdictions  of  the  Federal 
and  provincial  governments. 

Our  basic  constitution  is  the  British  Worth  America  Act,  which  was  an  Act  of 
the  British  Parliament  at  the  time  of  the  confederation  of  the  provinces  into 
the  Dominion  of  Canada  in  I867.  Those  who  drafted  the  Act  could  not  foresee 
all  the  items  which  might  require  legislative  action,  so  its  authority  is 
couched  in  broad  terms  and  it  has  become  necessary  over  the  years  to  determine 
into  which  of  those  broad  fields  individual  items  of  legislation  fall. 

So  far  as  concerns  the  matter  of  immediate  interest  to  us  in  the  field  of 
agricultural  marketing,  it  has  been  determined  that  legislation  concerning 
the  marketing  of  a  product  purely  within  a  province  is  one  of  provincial 
jurisdiction.  This  is  under  the  authority  of  the  provinces  for  what  the 
British  North  America  Act  calls  Property  and  Civil  Rights.  Once  a  product 
crosses  a  provincial  boimdary  it  comes  under  Federal  jurisdiction  as  the 
Federal  government  has  authority  over  interprovincial  and  international  trade. 
This  division  of  authority  has,  of  course,  presented  some  knotty  problems  and 
some  rather  ingenious  arrangements  have  been  developed  to  harmonize  them, 
which  will  be  explained  as  the  discxission  develops. 

Dealing  now  with  the  matter  of  grading  farm  products,  there  is  no  need,  with 
ein  audience  such  as  this,  to  talk  about  the  underlying  principles  and 
philosophies  of  grading  because  I  take  it  that  they  are  common  both  to  yo\ir 
own  coimtry  and  to  ours. 

In  its  early  history  Canadian  agriculture  was  predominantly  dependent  on  export 
markets.  That  relative  dependence  on  export,  in  fact,  lessened  only  gradually 
\jntil  the  last  two  decades  when,  with  our  increasing  industrialization  and 
growth  in  population  the  domestic  market  began  to  assiMie  increasing  importance. 
It  was  natural  therefore  that  our  first  entry  into  the  field  of  grading  was 
tied  almost  exclusively  to  export  products.  0\ir  interest  was  in  establishing 
grades  and  standards  of  quality  which  would  strengthen  the  position  of  oiir 
products  on  foreiga  markets. 

It  was  along  about  the  1920's  that  we  started  to  think  in  terras  of  grading 
farm  products  for  domestic  sale.  At  first  this  took  the  form  of  establishing 
grades  for  wholesale  interprovincial  trading,  which  was  really  an  extension 
of  the  export  grading  operation.  Gradually  it  extended  into  the  grading  of 
products  for  retail  sale  and  the  payment  to  producers  on  a  graded  basis.  That 
newer  philosophy  is  now  pretty  well  anchored  in  o\ir  grading  system  and  extends 
over  a  rather  wide  range  of  products. 
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At  this  point,  to  explain  how  we  operate,  I  should  return  again  to  the  matter 
of  federal  and  provincial  jurisdiction.  There  is  no  issue  so  far  as  inter- 
provincial  and  export  trade  is  concerned.  That  is  a  matter  of  federal 
jvurisdiction  and  the  federal  government  can  and  does  enact  legislation  requir- 
ing the  grading  of  a  very  large  number  of  farm  products  entering  into  inter- 
provincial  and  export  trade.  But  the  federal  government  cannot,  for  example, 
require  that  eggs  be  sold  by  grade  within  the  province  of  Ontario  or  that 
producers  in  the  province  of  Saskatchewan  should  be  paid  for  their  hogs  on  a 
graded  basis. 

There  is,  however,  general  agreement  between  federal  and  provincial  Depart- 
ments of  Agriculture  that  it  is  in  the  interests  of  agriciilture  to  have  prod- 
ucts bought  and  sold  by  grade,  so  far  as  is  feasible.  There  is  also  complete 
agreement  on  the  desirability  of  avoiding  differences  in  grade  standards 
between  provinces  or  in  duplicating  government  grading  or  inspection  staffs. 
Therefore,  except  for  products  which  are  purely  a  matter  of  provincial  concern, 
such  as  fluid  milk  or  cream,  grade  standards  are  established  under  federal 
statute.  The  federal  legislation  then  requires,  as  considered  desirable,  that 
those  grades  be  used  in  interprovincial  or  exi)ort  trade.  It  makes  one  other 
significant  provision.  It  provides  that  where  anyone  applies  those  federal 
standards  to  a  product,  it  shall  be  sua  offense  if  the  product  is  not  properly 
graded.  The  federal  law  cannot  require  that  if  a  product  is  sold  within  a 
province  it  be  marked  with  a  federal  grade  name,  but  it  can  and  does  say  that 
if  those  grade  names  are  used  they  must  be  applied  correctly. 

As  the  next  step  the  provinces  pass  legislation  which  says  in  effect  that  to 
be  sold  within  the  province  the  product  must  be  graded  according  to  the  federal 
standards  or  that  the  p\irchaser  of  the  product  from  producers  must  grade  it 
according  to  federal  standards  and  pay  the  producer  on  a  basis  of  grade.  Thus 
grading  in  all  channels  of  trade  is  accomplished. 

For  example,  the  province  of  Manitoba  says  that  all  butter  sold  in  Manitoba 
must  be  graded  and  marked  with  a  federal  grade.  If  it  is  not,  the  provincial 
law  has  been  broken.  If  it  is  marked  as  Canada  First  Grade  and  it  is  not, 
then  a  federal  law  has  been  broken.  This  has  worked  quite  well.  One  grade 
standard  applies  across  the  country  and  the  limitations  imposed  by  the 
British  North  America  Act  have  been  welded  into  a  working  arrangement  to  take 
care  of  a  circxjmstance  which  the  drafters  of  that  Act  could  not  have  foreseen. 

There  is  one  other  item  of  federal-provincial  cooperation  in  this  field  which 
should  be  mentioned.  To  overcome  having  both  federal  and  provincial  staffs 
acting  as  graders  or  inspectors  for  the  same  product  \inder  their  respective 
legislations,  the  provincial  governments  designate  the  federal  staffs  as 
inspectors  under  their  legislation  and, for  the  most  part,  both  the  federal  and 
provincial  laws  are  enforced  by  the  one  federal  staff.  Where  the  provinces 
have  inspectors  in  a  given  field,  they  are  designated  as  officers  under  the 
federal  law. 

I  might  touch  briefly  on  some  other  aspects  of  our  grading  operations 
which  may  be  of  interest  to  you. 
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By  a  combination  of  provincial  and  federal  laws,  a  wide  variety  of  products 
are  required  to  be  sold  by  grade  at  retail.  This  includes  most  fruits  and 
vegetables,  whether  in  fresh,  canned  or  frozen  form,  butter,  eggs,  etc. 
There  is  another  large  group  on  which  grading  for  retail  sale  is  not  mandatory 
or  \iniversally  so, but  is  followed  widely  on  a  volimtary  basis.  This  group 
includes  several  meats,  poultry,  and  cheese. 

Sevejral  commodities,  such  as  eggs,  cream,  and  western  cereal  grains  are 
required  to  be  bought  from  producers  on  a  graded  basis  and  there  are  several 
others  where  graded  piirchase  from  producers  is  widely  followed  on  a  voluntary 
basis. 

In  some  instances  o\ir  staffs  actually  grade  the  products.  In  other  cases  the 
grading  is  done  by  commercial  interests  and  our  staffs  act  as  inspectors.  The 
decision  is  based  largely  on  feasibility.   It  is  possible  for  the  government 
to  provide  staffs  to  do  the  actual  grading  of  such  products  as  hog,  beef,  or 
lamb  carcasses  or  bulk  butter  and  cheese.  We  do  not  consider  it  feasible  to 
provide  staffs  to  grade  all  the  eggs  or  poultry,  or  apples  or  potatoes  in  the 
country  and,  with  such  products,  the  gjrading  is  done  by  the  industry  with  the 
government  staffs  acting  as  inspectors  to  see  that  grade  standards  are  applied 
properly. 

Two  techniques  are  employed  with  respect  to  enforcement  of  industry  grading. 

One  is  to  require  that  industry  grade  products  only  in  premises  which  we 
authorize  and  which  we  call  registered  grading  stations.  This  gives  us  some 
control  over  facilities  and  grading  staffs  to  the  end  of  ensuring  that  grading 
will  be  properly  done. 

The  other  is  the  use  of  detention  as  an  enforcement  meas\ire.  We  rarely  now 
have  to  resort  to  legal  action  in  the  enforcement  of  grading  regulations.  We 
have  authority  to  place  \mder  detention  a  product  which  is  not  properly  graded 
and  marked  and  to  hold  it  under  detention  until  the  seller  has  corrected  it. 
This  has  been  a  most  valuable  enforcement  tool. 

Our  grading  and  inspection  services  are  for  the  most  part  free,  although  in 
some  instances  we  do  charge  for  making  inspections  and  issuing  commercial 
grade  or  inspection  certificates.  This,  however,  is  a  field  in  which  we  have 
not  yet  achieved  complete  uniformity  of  administration. 


^fa,rket  Information 

The  grading  and  inspection  programs  that  have  been  discussed  not  only  con- 
tribute directly  to  the  efficiency  of  marketing  but,  in  addition,  provide  a 
useful  byproduct  in  the  market  infoimiation  which  they  make  available.  Various 
doctunents  that  must  be  produced  in  grading  and  inspection  are  processed  and 
provide  basic  marketing  data,  such  as  volume  of  receipts  at  markets;  volume 
of  movements  between  markets;  prices;  origin  and  destination  of  receipts; 
distribution  by  grade;  imports,  exports,  and  other  related  data.  These  statis- 
tics are  published  daily,  weekly,  monthly,  and  annijally,  as  the  case  may 
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be,  and  are  distributed  as  qiiickly  as  possible  as  market  reports  and  as  basic 
infornation  for  the  use  of  newspapers  and  radio.   In  this  way,  a  great  deal  of 
useful  information  is  provided  and  contributes  to  the  more  intelligent  and 
orderly  marketing  of  agricultixral  products. 

Auxiliary  Activities  to  Grading  and  Inspection  Programs 


Before  leaving  the  discussion  of  grading  and  inspection  of  agricultural 
products,  mention  should  be  made  of  some  of  the  auxiliary  activities.   In  the 
case  of  butter  and  cheese,  provincial  instructors,  federal  graders  and  the 
makers  of  these  products  meet  in  small  local  gatherings  throughout  the  coiintry 
usually  in  the  evening.  At  these  meetings  dairymen  grade  and  discuss  samples 
of  milk,  cream,  butter,  or  cheese  with  particiilar  emphasis  on  causes  and 
remedies  of  defects  found,  and  other  current  problems  of  mamofactiire  and  sale. 

Livestock  carcass  grading  demonstrations  are  held  at  many  gatherings  of  farm 
folk  or  farm  youth  clubs.  Producers  are  encouraged  by  packinghouse  and 
government  officials  to  come  with  shipments  of  livestock  and  remain  to  see 
the  carcasses  graded. 

Egg  and  poiiltry  grading  schools  are  conducted  by  federal  officers  often  in 
cooperation  with  provincial  governments  and  imiversities  and  sometimes  with 
the  Department  of  Labor's  Youth  Training  Program.  These  schools  vary  in 
duration,  some  are  for  a  few  days  only  and  are  attended  mainly  by  experienced 
graders  who  feel  they  need  refresher  training.  The  longer  periods  of  two 
weeks  attract  less  experienced  men  who  wish  to  become  proficient  in  the  work. 

Merchandising  schools  for  retailers  of  poultry  products  are  held  in  coopera- 
tion with  provincial  officials  and  retail  organizations.  They  are  of  one-day 
duration  and  feature  such  things  as  demonstrations  of  how  to  "cut  up"  poultry, 
packaging  and  display  of  po\Jltry  meats  to  enable  them  to  be  shown  to  best 
advantage,  and  a  discussion  of  basic  principles  involved  in  the  proper  handling 
of  these  commodities  —  importance  of  refrigeration,  for  example.  On  much 
the  same  basis  but  of  wider  ind\istry  interest  are  poultry  processing  conferences 
of  only  one- day  duration  where  specialists  in  sanitation,  refrigeration,  retail- 
ing, packaging,  advertising,  etc . ,  tell  the  gathering  what  they  are  doing  and 
why,  and  are  prepared  to  answer  questions  and   suggest  where  improvements  could 
be  made. 

Considerable  importance  is  attached  to  these  public  relations  services  because 
if  those  engaged  in  an  industry  appreciate  the  place  of  grading  in  producing 
consistently  high  quality  products  the  enforcement  aspects  of  the  legislation 
become  more  a  matter  of  advisement  rather  than  policing.  Such  an  attitude 
is  most  conducive  to  permanent  improvement  in  q\jality. 
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Quality  Premiums 

It  is  generally  accepted,  I  think,  that  in  order  for  producers  or  manufacturers 
to  put  forth  the  necessary  effort  to  market  a  product  of  high  quality  there    I 
must  be  definite  economic  incentives.  In  the  case  of  pork  and  Cheddar  cheese 
the  Government  has  undertaken  to  provide  a  portion  of  that  incentive.  The 
case  of  pork  has  been  presented  at  a  previous  meeting  which  described  the 
basis  of  paying  direct  to  farmers  a  premivm  of  $2  per  hog  of  Grade  A  quality 
and  $1  for  Grade  B. 

Twenty  years  ago,  Cheddar  cheese  was  the  main  product  by  which  milk,  siirplus 
to  the  domestic  market,  was  exported,  mainly  to  the  United  Kingdom.  The 
general  economic  health  of  the  dairy  industry  depended  largely  upon  the 
welfare  of  the  cheese  branch.  In  order  to  foster  the  production  of  high 
quality  Cheddar  cheese  in  economically  operated  plants,  the  Government  passed 
The  Cheese  and  Cheese  Factory  Improvement  Act.  This  statute  provides  for  the 
payment  to  producers  of  1  cent  a  poxmd  on  all  Cheddar  cheese  graded  by 
official  graders  that  scored  93  points  and  2  cents  per  pound  on  cheese  scoring 
9^  points  or  higher.  Factory  owners  receive  a  subsidy  of  50  percent  of  the 
approved  cost  of  refrigerating  and  insulating  a  curing  or  ripening  room. 
Cheese  to  be  eligible  for  premium  are  to  be  held  on  the  ripening  room  shelves 
for  at  least  8  full  days  at  a  temperature  of  from  58  to  60  F.  and  a  rela- 
tive hximidity  of  78  to  80  percent.  It  has  been  demonstrated  that  Cheddar 
cheese  made  from  raw  milk  will  ripen  more  nearly  as  desired  if  held  at  this 
temperature  and  humidity  at  the  beginning  of  the  ripening  process.  A  subsidy 
may  be  paid  to  factory  owners  amounting  to  50  percent  of  the  cost  of  building 
and  equipping  a  new  factory  of  approved  design  when  it  replaces  two  or  more 
existing  plants. 

There  was  a  marked  improvement  in  the  quality  of  cheese  production  following 
the  passage  of  this  legislation  in  1939-  In  1938,  there  was  ^2.   percent  of  the 
make  graded  First  Grade,  including  35  percent  premium  quality,  whereas  in 
19^1  there  was  96  percent  First  Grade  including  almost  76  percent  premi\im 
qxjality . 

Recently  there  has  been  little  additional  advance  in  quality  as  judged  by 
previous  standards.  There  was,  however,  one  serious  defect  the  prevalence  of 
which  up  until  1957 >  had  not  been  reduced  to  any  appreciable  extent,  namely, 
extraneous  matter  or  sediment.  Two  years  ago  the  legislation  was  changed  and 
now  any  cheese  to  be  eligible  for  First  Grade  and  a  premlxam  must  be  free 
or  practically  free  of  sediment.  To  enforce  this  legislation  a  laboratory 
was  equipped  and  a  technique  devised  whereby  every  vat  of  cheese  graded  is 
sampled  and  tested  for  extraneous  matter. 

Refrigerated  Warehouse 

The  importance  of  refrigeration  in  the  storing  and  shipping  of  perishable 
produce  was  recognized  as  early  as  l895«  Some  twelve  years  later  in  an  effort 
to  extend  the  marketing  period  of  perishable  produce  a  policy  was  established 
whereby  the  Government  paid  approximately  one-third  the  cost  of  biiilding  and 


equipping  a  public  cold  storage  when  it  vas  established  that  a  definite  need 
existed  in  an  area  for  such  facilities.  That  policy  is  still  in  existence 
except  that  heretofore  no  limit  was  placed  on  the  amoxint  of  subsidy  payable, 
\rtiereas  now  the  limit  is  $50,000.  The  reason  for  the  change  being  that  the 
industry  now,  after  50  years  of  help,  shoiold  be  able  to  finance  itself  except 
for  probably  some  smaller  agricultural  or  fishermen's  cooperatives  in  outlying 
areas . 

Advertising  and  Promotion 


There  are  a  number  of  national  organizations  representing  various  branches  of 
agriculture  such  as  the  Poultry  Products  Institute,  the  Eairy  Farmers  of 
Canada,  The  Meat  Packers  Council,  the  Hortic\iltural  Council,  Canadian  Federa- 
tion of  Agricioltiire,  to  mention  a  few.  Prominently  among  the  interests  of 
these  organizations  is  the  marketing  of  the  products  they  represent.  Some 
have  provision  for  collecting  a  fee  from  their  members  for  the  express  pvirpose 
of  promoting  the  consumption  of  their  respective  products.  The  Department  of 
Agriculture  may  assist  industry  in  its  efforts  to  increase  consumption  of 
certain  products  particularly  if  the  program  appears  sound  and  effective  and 
the  Department  believes  the  request  for  help  is  warranted.  The  Government 
usually  contributes  funds  on  a  basis  of  matching  dollar  for  dollar  the  amount 
spent  by  industry  up  to  a  specified  amoxmt. 

The  use  of  Government  funds  for  marketing  agric\iltural  products  is  not  limited 
to  assisting  organizations  such  as  those  mentioned  but  may  be  used  for  any 
purpose  that  can  rightfully  be  considered  as  being  a  marketing  problem. 
Recently  a  cooperative  effort  between  The  Meat  Packers  Council,  a  provincial 
government  and  a  transportation  organization  undertook  an  educational  program 
to  reduce  the  hazards  of  bruising  livestock  in  shipping.  The  Federal  Depart- 
ment of  Agriculture  contributed  by  printing  posters  depicting  the  common 
causes  of  bruising  livestock  during  shipment  and  suggested  preventative 
measures . 

The  Department,  alone,  is  promoting  the  use  of  small  and  medium  sized  eggs. 
It  is  believed  that  many  housewives  do  not  know  the  vaJ.ue  of  small  and  medium 
eggs  in  relation  to  large  ones.  A  "ready  reckoner"  has  been  devised  that 
shows  at  a  glance  the  equivalent  value  of  small  or  medium  eggs  when  large  eggs 
are  selling  at  a  certain  price.   It  is  small,  simple,  and  can  be  carried  in  a 
handbag  with  the  myriad  of  other  things  carried  in  women's  handbags.  These 
"ready  reckoners"  are  being  introduced  to  the  public  at  exhibits  designed  to 
focus  attention  on  the  value  of  eggs  and  especially  the  small  and  medium  sizes 
at  certain  seasons. 

Consumer  Section 

In  the  Marketing  Service  of  the  Federal  Department  of  Agriculture  there  is 
what  is  known  as  the  Consumer  Section.  The  chief  function  of  this  Section  is 
to  assist  in  developing  the  consumer  market  for  Canada's  agricult\iral  food 
products.   Information  on  buying  and  using  foods  from  Canadiaji  farms  is  widely 
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disseminated  among  consiomers  througti  such  media  as  the  press,  radio, 
television  and  women's  organizations.  Under  the  direction  of  trained  home 
economists  extensive  experimental  work  is  carried  on  in  the  Section ' s  test 
kitchens.  Here  preferred  methods  of  cooking  foods  and  of  preserving  perish- 
ables are  determined  and  new  ways  of  serving  available  food  products  in  the 
home  are  developed.  Grading  and  other  regulations  governing  the  manufacture 
and  sale  of  foods,  which  are  vinder  the  Department's  jxirisdiction,  are  continu- 
ally brought  to  the  attention  of  the  public  and  from  time  to  time  consumer 
preferences  and  opinions  are  referred  to  the  branch  of  agriculture  concerned. 

Policies  with  em  Indirect  but  Important  Bearing  on  Marketing 

Among  the  wide  variety  of  government  policies  designed  to  promote  the 
production  of  better  quality  plant  and  animal  products,  there  are  three  which 
have  such  an  important  bearing  on  marketing  it  is  felt  they  should  be  mentioned 
in  a  discussion  of  this  nature.  The  Animal  Contagious  Diseases  Act  is  designed 
to  prevent  the  entry  of  animals  or  material  which  may  introduce  animal  diseases 
into  Canada.  Provision  is  also  made  for  measures  to  eradicate  or  prevent 
spread  of  animal  diseases  within  the  country.  In  the  Horticultural  Branch  of 
Agriculture,  The  Destructive  Insect  and  Pest  Act  provides  the  same  measure  of 
protection  for  plants  as  the  Animal  Contagious  Diseases  Act  does  for  livestock. 

There  is  another  policy  the  benefits  of  which  are  about  equally  divided 
between  production  and  marketing  progr-ams,  najnely,  Freight  Assistance  on 
Western  Feed  Grains.  It  is  a  continuation  of  a  wartime  policy  of  assuring 
eastern  livestock  and  poultry  producers  ample  supplies  of  feed.  It  has  been 
continued  largely  because  it  affords  producers  of  feed  grains  in  western 
Canada  and  livestock  and  poultry  producers  in  eastern  Canada  a  measure  of 
security  in  continuing  those  established  farm  practices  best  suited  to  their 
respective  locations.  The  Government  undertakes  to  pay  a  substantial  part 
of  the  freight  charges  on  feed  grains  produced  in  the  grain  growing  areas  of 
western  Canada  to  points  in  other  provinces  vrtien  such  grains  are  used  exclu- 
sively for  the  feeding  of  livestock  and  poultry.  Under  the  program  wholesalers 
and  retailers  of  feed  grains  deduct  the  authorized  rate  of  assistance  from  the 
sale  price  of  these  feeds.  When  they  claim  a  refund  of  this  amount  from  the 
Federal  Department  of  Agricultvire  they  must  prove  that  they  have  reduced  the 
sale  price  to  the  cons\amer  by  the  fiill  amount  of  freight  assistance. 

Marketing  Boards 

The  next  item  which  I  tho\aght  would  be  of  interest  to  you  has  to  do  with  the 
subject  of  marketing  boards.  I  am  not  sure  to  what  extent  the  marketing 
board  principle  has  developed  in  the  United  States,  but  it  is  used  rather 
widely  in  Canada,  in  Britain,  in  Australia,  and  in  New  Zealand  as  well  as  in 
some  other  countries, and  I  perhaps  should  give  you  a  bit  of  background  with 
respect  to  it. 
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Since  the  latter  part  of  the  19th  centxiry,  Canadian  farmers  have  sought 
' increased  selling  prices  through  joint  action  of  various  kinds.  At  first  this 
cooperative  action  was  purely  voliontary  in  character,  then,  following  the  fall 
in  farm  prices  during  the  1920 's  pooling  type  cooperatives  with  their  iron- 
clad membership  contract  developed  in  several  parts  of  Canada  in  an  effort  to 
increase  farm  incomes.  These  cooperatives  did  not  prove  fully  successful. 
Complete  control  of  the  product  was  not  achieved.  Nonmembers  were  in  a 
position  to  take  advajitage  of  any  benefits  in  price  resulting  from  the  actions 
of  the  cooperatives  without  shouldering  any  of  the  burdens  or  responsibilites. 

Daring  the  depression  farmers  pressed  for  legislation  that  woxold  bring  about 
more  orderly  marketing  of  agriciiltural  products.   In  193^ ^The  Natiiral  Products 
Marketing  Act  was  passed.  This  Act  was  patterned  on  a  form  of  organization 
originally  developed  in  Queensland,  Australia.  The  essential  feature  of  this 
legislation  is  that  where  the  majority  of  the  producers  of  a  conmodity  desire 
to  sell  their  product  collectively  the  minority  may  be  compelled  by  law  to 
conform  with  the  majority. 

In  the  brief  two  and  a  half  year  history  of  The  Natxiral  Products  Marketing 
Act,  some  22  marketing  schemes  across  the  Dominion  were  approved.  But  the 
validity  of  the  Federal  Act  was  questioned  in  1935  before  the  Supreme  Court   of 
Canada.   In  193°^ the  Coxort  ruled  the  Act  ultra  vires  of  federal  jurisdiction. 
The  Government  referred  this  decision  to  the  Privy  Council  for  confirmation. 
In  1937, the  Privy  Coimcil  declared  the  Act  \mconstitutional  on  the  grounds  that 
it  infringed  on  provincial  jiirisdiction  over  matters  of  property  and  civil 
rights . 

Some  provincial  legislat\ires  moved  immediately  to  pass  marketing  acts  to  per- 
mit marketing  schemes  then  in  existence  to  continue  in  operation.  These  acts 
however  have  authority  in  the  field  of  intraprovincial  trading  only,  which  is 
too  restrictive  in  the  view  of  most  marketing  boards.  In  19^9^ the  Federal 
Government  passed  the  Agricultural  Products  Marketing  Act  which  permits  pro- 
vincial boards  to  exercise  outside  the  province  the  same  powers  "v^ich 
provincial  legislation  allows  them  to  exercise  within  the  province  for  the 
marketing  of  an  agricultural  product  produced  therein. 

In  brief  the  situation  with  respect  to  marketing  boards  is  as  follows: 

The  basic  purpose  of  narketing  boards  is  to  give  to  producers  of  a  certain 
commodity  authority  over  the  primary  marketing  of  that  commodity. 

In  Canada,  with  one  important  exception,  these  marketing  boards  are  established 
in  the  first  instance  under  provincial  authority.  The  exception  is  the  Cainadian 
Wheat  Board,  which  is  established  under  federal  authority  and  which  has  juris- 
diction over  the  marketing,  in  the  interprovincial  and  international  trade 
channels,  of  cereal  grains  produced  in  western  Canada. 
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These  marketing  boards  are  established  by  the  provinces  following  a  vote  by 
the  producers  concerned.  The  majority  of  the  vote  required  to  implement  a 
scheme  (usually  two-thirds)  varies  with  individual  provinces.  An  example  of 
how  these  boards  operate  may  be  helpful. 

Two  years  ago  the  producers  of  fluec\ired  tobacco  in  Ontario  asked  to  have  a 
marketing  board  for  their  product  established.  Up  to  that  time  tobacco  had 
been  bought  by  tobacco  firms  directly  from  each  grower. 

The  province  accepted  the  application  and  ordered  a  vote  to  be  held  among  the 
growers  of  fluecured  tobacco.  The  percentage  favoring  the  plan  was  adequate 
and  the  province  authorized  the  plan.  Another  vote  was  held  among  producers 
to  elect  members  of  the  local  board  and  a  plan  of  operation  was  submitted  to 
and  approved  by  the  provincial  board. 

This  plan  is  now  in  its  second  year  of  operation.  All  fluecured  tobacco 
grown  in  Ontario  must  now  be  marketed  through  the  board.  To  handle  the 
operation  the  board  built  three  auction  warehouses  in  the  fluecured  tobacco 
area.  Every  grower  must  bring  his  tobacco  to  those  warehouses  where  it  is 
auctioned  by  the  board  and  the  producer  given  what  his  tobacco  sold  for,  less 
deductions  to  cover  administrative  expenses. 

Boards  of  this  nature,  operating  vrLth  variable  degrees  of  control  over  the 
product,  have  been  established  for  quite  a  range  of  products,  with  some 
provinces  being  more  active  than  others.  Some  boards  simply  negotiate  prices 
with  buyers  and  do  not  enter  into  physical  handling  of  the  product.  Others 
take  control  through  a  considerable  part  of  the  marketing  channel.  Each 
individual  plan  has  to  be  approved  by  the  provincial  board. 

Generally  speaking  marketing  boards  have  been  formed  mainly  to  deal  with  fairly 
specialized  local  crops,  rather  than  with  commodities  which  are  widely 
produced  across  the  whole  country. 

Price  Stabilization 

I  said  at  the  outset  that  I  would  make  a  very  brief  reference  to  our   price 
stabilization  activities,  just  to  acquaint  you  with  what  we  are  doing  in  that 
field. 

We  have  had  price  support  legislation  since  the  end  of  the  last  war.  Last 
year  a  new  Act,  known  as  the  Agricultural  Stabilization  Act,  was  passed  by 
Parliament.  Under  this  Act  support  is  mandatory  for  nine  basic  commodities 
which  constitute  about  65  percent  of  the  value  of  ovor   agricioltural  production 
apart  from  western  cereals.  The  mandatory  support  level  is  not  less  than 
80  percent  of  the  average  price  for  the  preceding  ten  years.  Other 
commodities  can  be  broxight  under  the  Act  at  the  discretion  of  the  government 
and  at  levels  which  the  government  sees  fit  to  establish . 
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It  will  have  been  noted  that  a  major  part  of  the  marketing  progi-ams  in  Canada 
have  as  an  objective  the  development  of  markets  by  offering  consistently  high 
quality  products  and  that  grading  and  inspection  plays  a  prominent  role.   Even 
in  price  support  activities  the  general  policy  is  to  support  the  price  of  top 
grades  only.   It  has  been  said, with  some  j\istification,  I  think,  that  in 
Canada  the  grading  of  agriciiltural  products  has  contributed  more  to  quality 
improvement  and  marketing  in  general  of  the  commodities  than  any  other  single 
program. 


WHAT  THE  CONSUMER  WANTS 

J.  Stevens  Stock 
J.  Stevens  Stock  Market  Research  Company 

I  must  have  been  soft  in  the  head  when  I  agreed  to  the  title  of  this  talk.   In 
the  first  place,  the  title  contains  a  fallacy  in  that  it  talks  about  the  con- 
sumer in  the  singular.  Just  as  there  is  no  such  thing  as  public  opinion  but 
only  a  collection  of  attributes  of  private  opinions  which  we  cstn  add  up,  so 
there  is  no  way  to  generalize  about  consumers  in  any  singular  sense.  In  a 
covintry  as  large  as  ours,  there  are  as  many  different  ones  as  there  are  people 
ajid  all  you  can  say  is,  that  so  many  people  want  this  and  so  many  people  want 
that  and  can  have  only  the  most  frequent  attributes  of  consumer  wants.  I 
once  lost  a  bet  when  I  bet  with  an  associate  that  in  a  large  study  of  gasoline 
preferences  we  would  find  at  least  one  person  who  would  choose  his  favorite 
gasoline  because  he  liked  the  taste  of  it.  I  lost  the  bet,  but  there  was  one 
person  whose  favorite  gasoline  was  preferred  because  he  liked  the  smell.  More 
important,  the  title  of  my  talk  is  far  too  pretentious,  but  it  does  suggest 
an  outline  of  what  I  would  like  to  say. 

These  are  the  three  points  I  want  to  make:   (l)  I  do  not  know  what  the 
consumer  wants;  (2)  probably  the  consumer  does  not  know  what  he  wants;  and 
(3)  maybe  it  doesn't  matter  anyway. 

This  is  like  the  old  French  saying,  "This  situation  is  impossible  but  not 
serious."  First,  I  do  not  know  what  the  consumer  wants.  Oh  sure,  I  learned 
all  the  vague  wants  they  taught  us  in  school  like  economic  wants,  psychologi- 
cal wants,  physiological  wants,  and  theological  wants,  but  we  are  in  the 
marketing  business  and  these  generalities  won't  help  to  sell  our  products. 
After  all, marketing  research  is  not  a  substantive  science.  It  is  simply  a 
collection,  perhaps,  of  a  system  of  methods.  Too  often  marketing  research  is 
pursued  in  what  has  been  often  called  Cafeteria  Research  —  a  little  bit  of 
this,  a  little  bit  of  that,  no  really  balanced  diet.  Actually,  there  is  a 
continuiim  of  research  methods.  At  one  end  there  is  the  non-direction-free 
association  with  consumers  to  see  if  we  can  understand  what  makes  them  tick. 
At  the  other  extreme,  there  is  market  testing  where  in  a  small  area  we  try  out 
the  process  of  selling  oiir  product  to  see  how  it  works.   In  between  is  a 
method  of  survey  research  where  we  ask  a  lot  of  fool  questions  and  get  a  lot 
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of  fool  answers  and,  most  tragically  of  all;,  come  to  a  lot  of  fool  conclusions. 
None  of  the  methods  in  this  continuum  is  totally  valid,  but  they  are  all 
valuable.  The  only  really  valid  test  of  successfxil  marketing  is  if  the 
product  sells.  Unfortunately,  if  we  woijld  fail  in  such  a  test,  it  would  mean 
bankruptcy.  And  so,  on  purpose,  we  rely  on  less  valid  methods  of  research, 
knowing  that  we  can,  if  we  are  clever  enough,  predict  market  behaviour  from 
vocal  behavior. 

To  some,  it  seems  almost  ludicrous  that  we  should  talk  to  people  using  the 
same  techniques  of  the  psychiatrist ' s  couch  and  then  try  to  predict  how  these 
people  will  behave  in  the  market.   But  it  is  much  easier  to  talk  to  people 
than  to  experiment  with  people,  so  we  must  come  back  again  to  accepting  the 
proposition  that  market  behavior  is  predictable  from  vocal  behavior.  Obviously, 
this  can  never  be  literally  directed  since  in  the  polite  j\mgle  in  which  we 
live,  we  must  always  talk  logically  thoiogh  our  behavior  seldom  is  logical  or 
needs  to  be. 

Sometimes  the  reasons  which  underlie  human  behavior,  particularly  in  the 
market  place,  are  so  subtle,  so  buried  in  the  subconscious  that  years  of  inter- 
viewing would  be  needed  to  understand  truly  the  single  customer's  mind.  Part 
of  this  we  make  up  in  n\jmbers.  The  piece  of  paper  upon  which  this  is  written 
is  considerably  less  than  l/lOOth  of  an  inch  thick.  Suppose  we  woiild  have  to 
measure  its  thickness  with  a  foot-rule.  The  thinness  of  the  paper  is  like  the 
subtlety  of  the  problems  we  are  trying  to  measure.  The  foot-rule  represents 
the  crudeness  of  our  techniques .   But  we  could  get  an  answer  by  simply  taking 
thousands  of  such  papers,  pile  them  up  and  measure  their  height  with  a  foot- 
rule,  then  simply  divide  the  nxomber  of  sheets  into  the  number  of  feet  we 
measured.  This  would  be  quite  accurate  in  coming  to  an  average  and  only  in 
this  sense  can  our  marketing  research  techniques  be  accurate. 

In  a.ll  our  collection  of  very  excellent  but  very  crude  tools,  we  have  a  power- 
fiil  method  of  learning  how  to  market  successf Tilly.  But  research  in  marketing 
even  as  research  in  physics  and  chemistry  must  use  all  the  techniques  and  use 
them  continuously.  All  research  turns  out  in  the  end  to  be  unsatisfying.  Sure, 
we  learn  more  all  the  time  but  what  we  learn  that  we  do  not  know  grows  even 
faster  than  o\ir  store  of  knowledge.      So  research  must  be  continued, 
particularly  in  the  competitive  field  such  as  marketing  where  we  must  stay 
ahead  and  make  even  more  intelligent  moves  than  our  competitor  who  is  trying 
to  do  the  same  thing.  So,  I  do  not  know  what  the  consumer  wants,  but  I 
recommend  for  your  consideration  the  many  valxaable  tools  we  have  available. 

My  second  point  is  that  the  cons\amer  does  not  know  what  he  wants.  How  he 
expresses  himself  can  be  downright  misleading.   If  we  were  really  forced  to 
the  law  to  express  his  point,  his  wants  would  be  impossible.  What  consumer 
would  not  like  to  have  his  product  free?  This  emd  many  other  consimier  wants 
you  cannot  even  satisfy.  Essentially  o\ir  job  is  to  xmderstand  the  consumer  and 
learn  how  to  sell  what  we  have  to  sell  and  to  make  him  want  irtiat  we  want  him  to 
want.  This  is  the  key  to  useful  marketing  research. 
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It  is  not  always  necessary  to  understand  the  full  psychological  theories  of 
human  behavior.  We  are  engineers  of  consent.  We  need  only  enough  theory  to 
do  our  engineering,  just  as  the  structural  engineer  does  not  have  to  know  all 
there  is  to  know  about  the  molecular  structure  of  pure  iron.  Shelby  Roberts 
pointed  out  an  excellent  example  of  creative  research  this  morning,  and  he 
pointed  out  that  many  women  do  not  buy  eno\igh  milk  for  the  weekend.  The  result 
is  the  family  goes  without  milk  or  they  send  to  the  local  "Mama  and  Papa" 
store  for  milk,  and  while  they  are  there,  buy  an  additional  $10  of  groceries. 
On  these  facts  Shelby  comes  to  a  very  important  creative  decision.  The  Dairy 
Association  shoxild  advertise  milk  very  heavily  on  Friday,  telling  the  home- 
maker  to  get  enough  milk  for  the  weekend.  Next,  Shelby  takes  this  fact  to  the 
chain  stores  who  look  with  covetous  eyes  on  the  $10  lost  to  the  individual 
grocer,  to  enlist  their  help  in  promoting  the  idea  to  buy  more  milk  for  the 
weekend. 

I  have  illustrated  that  perhaps  the  consumer  does  not  know  what  he  or  she 
wants.  And  now  I  want  to  point  out  that  it  doesn't  matter.  It  doesn't 
matter  because  it  is  not  our  job  to  give  the  consxcner  what  she  wants,  but  to 
give  her  what  we  have  to  sell.  Even  if  we  could  give  the  consumer  what  she 
wants,  it  wo\ild  be  unfair  and  stultifying  to  o\ir  society.  We  can't  ask  the 
consumer  to  do  our  thinking  for  us.  We  must  be  creative  in  developing  new 
products,  new  things  for  the  consumer's  benefit.  The  research  is  devoted  to 
finding  out  how  to  get  the  consumer  to  want  what  you  have  invented.  Suppose 
100  years  ago  we  had  started  doing  some  research  on  what  the  consumer  wanted 
to  light  his  house  with.  We  woiild  have  had  a  perfect  description  of  oil  lamps. 
If  we  would  have  kept  this  up,  we  would  still  have  had  oil  lamps.  The  movie 
industry  came  to  the  conclusion  that  if  the  public  likes  something,  they  would 
give  them  some  more  of  the  same.   In  doing  this,  they  kept  plowing  the  same 
row — always  the  same  old  stuff.  They  plowed  the  row  so  deep  they  have  almost 
buried  themselves  as  an  industry. 

No,  research  is  no  substitute  for  creativity.  Our  modem  society  has  thrived 
on  the  notion,  however  undemocratic  it  may  seem,  that  one  man  and  God  with  a 
good  idea  is  a  majority.  Perhaps  we  have  become  too  statistical -minded  in  the 
sense  that  we  are  always  keeping  score,  always  keeping  the  amovmts  and 
quantities  of  sales — and  that  somehow,  mystically,  by  keeping  accurate  score 
we  will  win  the  game.  We  must  study  how  to  win  the  game  and  stop  the  quarter- 
back from  watching  the  scoreboard. 


WORKING  WITH  PEOPLE 

Excerpts  from  speech  given  by 

Harry  "Hap"  Bowser 
Dairypak  Butler,  Inc. 

Tonight  I  want  to  talk  to  you  about  people  --  people  like  you  and  me.  There 
is  nothing  in  the  world  more  interesting  than  people.  People  are  funny  — 
people  are  different.  They  do  funny  things,  say  funny  things  and  act  in  funny 
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ways  from  time  to  time.  They  have  different  likes  and  dislikes,  different 
hopes  and  ambitions,  different  ideas  and  ideals. 

Life  consists  largely  of  association  with  other  htunan  beings.  The  more  people 
you  meet  and  the  wider  their  diversity,  the  better  you  will  understand  human 
natvire.  A  knowledge  of  people  and  how  to  get  along  with  them  is  essential  to 
success  and  happiness  today.  Meet  all  the  people  you  can  in  life. 

Success  in  getting  along  with  people  is  being  able  to  understsmd  the  other 
fellow's  point  of  view.  A  hen  and  a  pig  were  taking  a  walk  one  day.  They 
came  by  a  restaurant  that  had  a  big  sign  in  the  window  proclaiming  a  special 
sale  on  ham  and  eggs.  The  hen  turned  to  her  boy  friend,  the  pig,  and  said, 
"Now,  isn't  that  nice."  Said  the  pig,  "It  may  seem  nice  to  you  because  for 
you  it  is  all  in  a  day's  work,  but  for  me  it  means  a  real  sacrifice."  Yes,  to 
work  successfxolly  with  people  you  have  got  to  imderstand  the  other  fellow's 
point  of  view. 

In  working  with  people  to  put  over  a  program  such  as  you  have,  you  must  be  a 
good  salesman.  Nothing  happens  in  life  imtil  somebody  sells  something. 
Whether  it  be  a  product,  a  great  cause,  an  idea  or  an  ideal,  it  must  be  sold. 
This  marketing  program  you  people  have  been  working  on  will  get  nowhere  unless 
you  can  sell  it  to  others.  In  so  doing,  you  got  to  get  excited  about  it. 
John  Wanamaker  once  said,  "When  a  salesman  gets  excited  about  the  thing  he 
represents  the  customer  gets  excited,  and  when  the  customer  gets  excited,  he 
btiys."  Get  excited  about  your  program  and  go  out  and  sell  it. 

Our  country  was  foxuided  on  the  inherent  rights  of  the  individual.  The  great 
men  and  women  of  all  times  have  been  interested  in  people  and  have  known  how 
to  work  with  them.  Let  us  go  back  to  King  Solomon,  the  wise  old  king.  He  was 
a  wise  old  king,  because  he  was  interested  in  and  understood  people.  The  story 
is  told  of  the  time  two  women  werfe  brought  before  him  each  claiming  to  be  the 
mother  of  the  same  baby.  King  Solomon,  in  all  his  wisdom,  looked  down  from  his 
throne  and  said,  "Cut  the  baby  in  half  and  let  each  woman  take  a  half  a  baby." 
Immediately  the  one  woman  cried  out,  "Oh,  no,  don't  harm  the  baby,  let  the 
other  woman  have  the  baby."  I  can  see  a  smile  come  over  the  great  king's  face 
as  he  said,  "Surely  the  woman  who  cried  out  is  the  real  mother — she  shall  have 
the  baby«"   Yes,  King  Solomon  was  a  wise  old  king  because  he  knew  and  under- 
stood how  to  handle  people. 

Then  we  come  down  to  a  Nazarene  Carpenter,  one  called  Christ,  no  less  a  person- 
age than  the  Son  of  God.  Remember  the  story  of  the  woman  accused  of  ad\£Ltery. 
A  mob  stood  by,  each  of  which  was  ready  to  hixrl  a  stone  at  the  accused  woman. 
Christ  never  said  a  word.  He  merely  leaned  over  and  wrote  in  the  sand,  "Let 
him  who  is  without  sin  cast  the  first  stone"  ajid  immediately  her  accusers 
dropped  their  stones  and  dispersed  one  by  one.  Christ  looked  at  the  woman, 
gave  her  a  friendly  smile  I  am  sure  and  said,  "Where  are  your  accusers?"  There 
are  none,"  she  replied.   "Neither  do  I  accuse  you,"  the  Master  said,  "Go  and 
sin  no  more."  And  a  new  life  was  bom  then  and  there. 
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I  also  like  the  story  about  Christ's  entry  into  the  City  of  Jericho.  It  vas 
at  the  height  of  his  career.  People  crowded  the  streets  to  see  him.  In  the 
group  vas  a  tax  gatherer,  despised  by  the  people  of  his  day,  a  man  "without 
friends,  one  call  Zaccheus.  Zaccheus  vas  short  of  stature,  he  vanted  to  see 
the  Christ  but  he  could  not  see  over  the  mob,  so  he  climbed  a  sycamore  tree. 
As  Christ  came  by,  he  vas  not  so  impressed  by  the  acclaim  of  the  crowd  that 
he  could  not  see  the  little  man  in  the  tree.  And  so,  he  looked  up  and  said, 
"Come  down, Zaccheus.  I  am  going  to  have  dinner  with  you  tonight  at  your 
house . "  And  a  life  vas  changed  right  then  and  there . 

These  same  principles  of  working  with  people  are  as  basic  today  as  they  were 
in  the  days  of  Christ  and  King  Solomon.  We  must  have  a  genuine  interest  in 
people  and  a  sincere  desire  to  extend  a  helping  hand  to  others. 

We  live  in  a  fabulous  covuatry,  a  country  that  boasts  a  way  of  life,  a  standard 
of  living  of  $kkO   billion.  But  God  forbid  that  we  shall  ever  lose  otir  sense 
of  values  in  America.  Cei'tain  basic  beliefs  are  essential  if  we  are  to  con- 
tinue our  way  of  life  in  America.  What  are  these  beliefs? 

1.  Belief  in  God. 

2.  Belief  in  America. 

3.  Belief  in  the  things  that  have  made  America  great  — 
our  democratic  way  of  life,  our  Christian  principles. 

h.     Belief  in  the  things  we  represent,  the  things  we  stand  for. 

5.  Belief  in  the  equal  rights  of  man,  regjardless  of  his  race, 
creed,  or  color. 

6.  Belief  in  our  own  ability  to  continue  to  work  together 
as  a  people,  both  nation-wide  and  world-wide. 

The  story  is  told  of  a  little  girl  vho  vas  lost  in  a  large  wheat  field. 
People  went  out  in  all  directions  to  try  to  find  her,  but  with  no  success. 
Finally,  a  msm  said,  "Let's  all  join  hands  and  comb  the  wheat  field  together." 
This  they  did,  but  they  found  the  little  girl  too  late.  The  father  said, 
"Would  to  God  we  had  joined  hands  sooner." 

Nothing  can  be  accomplished  without  cooperation.  Working  with  people  means 
joining  hands  and  working  together.  God  help  us  all  to  understeind  and 
practice  this  great  principle. 

THE  EFFECTS  OF  INTEGRATION 
ON  MARKETING  AGRICULTURAL  PRODUCTS 

Joseph  G.  Knapp,  Administrator 
Farmer  Cooperative  Service 
U.  S.  Department  of  Agriculture 

To  work  in  the  present  we  must  study  the  future.  I  am  on  the  vay  home  from 
California  where  the  futiire  is  explosive.  A  friend  at  the  University  of 
California  told  me  of  a  population  projection  which  anticipates  75  million 

k9 


people  in  California  by  2020  —  just  62  years  from  now  —  with  only  one 
million  on  farms.  This  kind  of  growth  can  create  many  problems  in  the  produc- 
tion, marketing,  and  utilization  of  agricultural  products. 

While  on  the  west  coast  I  picked  up  a  copy  of  Volume  I,  No.  1,  of  the 
California  Management  Review,  published  by  the  Gradxiate  Schools  of  Business 
Administration  of  the  University  of  California.  I  was  especially  interested 
in  an  article  by  Edwin  Teller,  "an  adventurous  nuclear  physicist,"  and  a  key 
figure  in  the  development  of  atomic  and  hydrogen  bombs.  He  writes:   "The 
population  which  in  2050  may  be  7  billion  will  rise  by  2150  to  more  than  20 
billion  people.  I  think  there  will  be  enough  food  and  still  enough  energy, 
but  there  may  not  be  enough  room  at  that  time.  In  other  words,  the  mviltipli- 
cation  of  human  beings  is  likely  to  lead  to  this  problem:  How  will  we  live 
with  each  other?" 

Vertical  Integration  —  "A  Fission-Like  Force" 

It  is  appropriate  that  we  now  turn  to  vertical  integration  which  has  been 
described  as  "a  fission-like  force  turned  loose  in  today's  farm  products 
markets."   1/ 

To  make  my  assigned  subject,  "The  Effects  of  Integration  on  Marketing  of 
Agricultural  Products,"  more  manageable  let's  change  it  to  "How  Integration 
Affects  the  Marketing  of  Agricultioral  Products."  We  will  take  integration 
as  a  fact  —  especially  vertical  integiration  —  and  see  how  it  influences 
marketing. 

For  our  piArpose,  vertical  integration  employs  a  new  approach  or  the  intensifi- 
cation of  an  old  approach  in  the  production  and  distribution  of  farm  products. 
The  basic  idea  is  that  two  or  more  successive  steps  in  these  processes  are 
controlled  or  coordinated  by  one  organization.  We  may  say  that  through 
vertical  integration  the  methods  of  big  business  are  now  being  applied  not  only 
to  the  marketing  of  agriciiltural  products  and  the  purchasing  of  farm  supplies 
and  services,  but  also  to  the  production  of  farm  crops  and  livestock. 

As  small  independent  businessmen,  farmers  have  long  produced  for  a  market  which 
they  coiild  not  control.  A  whole  set  of  marketing  institutions  grew  up  to 
handle  their  products,  including  local  handlers,  terminal  sales  agencies,  grain 
exchanges,  and  livestock  commission  firms  at  union  stockyards.  In  the  typical 
situation  the  farmer  relied  upon  the  market  made  by  local  dealers  who  assembled 
the  product  and  shipped  it  to  tenainal  markets.  The  terminal  marketing  agen- 
cies took  the  product  from  the  local  agencies  in  much  the  same  way,  and  the 
competition  of  buyers  and  sellers  determined  prices. 


: 


1/  See  Kenneth  Hinshaw,  "The  Challenges  in  the  Vertical  Integration 
of  Agribtisiness  ...  to  Information  Specialists,"  American  Cooperation, 
1958. 
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This  elaborate  system  is  now  on  the  way  out.   George  Mehren  of  the  University 
of  California  has  caught  the  spirit  of  the  times  in  this  statement:   "There 
are  old  channels  of  marketing,  old  methods,  old  types  of  organizations  which 
10  to  20  years  ago  were  virile  and  vigorous  and  big,  and  they  are  not  here  any 
more."  Later  in  this  same  talk  which  he  gave  in  January,  Mehren  said:  "I 
think  the  day  of  the  old  open  market  where  any  kind  of  product  that  happened 
to  get  produced  would  find  some  sort  of  home  some  place  —  is  gone."  2/ 

• 
"Vertical  integration"  is  the  term  commonly  used  to  characterize  the  change 
that  is  taking  place.  It  has  caught  the  popular  fancy,  partly  because  it  is 
an  expressive  term  and  partly  because  it  can  be  used  by  so  many  people  in  so 
many  different  -ways .  However,  with  the  focus  given  by  "contract  farming, " 
most  everyone  now  understands  that  "vertical  integration"  ties  together  the 
production  and  marketing  of  farm  crops  into  one  organization  or  under  one 
control .  When  we  refer  to  agriculture  as  vertically  integrated,  we  mean  that 
farming  is  meshed  into  oiir  industrial  system  —  that  it  is  less  and  less  inde- 
pendent of  and  more  and  more  an  integral  part  of  other  industries.   3/ 

John  H.  Davis  hae  emphasized  this  interdependence  of  agriculture  and  business 
with  the  expressive  hybrid  word,  "Agribusiness,"  which  connotes  the  business 
complex  related  to  farming.  He  uses  this  word  which  is  related  but  not 
synonymous  with  vertical  integration,  to  embrace  the  agricultural  business  of 
farmers  and  all  the  suppliers  of  farming,  the  manufacturers  and  distributors 
of  farm  machinery  and  eq-oipment,  feed,  fertilizers,  and  other  production 
supplies,  and  of  all  the  agencies  which  handle  farm  products  in  some  form,  the 
local  handlers,  the  processors  and  maniifacturers,  the  exporters,  the  whole- 
salers, and  the  mass  retailers.  Many  of  these  concerns  are  organized  and 
operated  on  large-scale  lines,  kj 

These  large-scale  firms  not  only  are  drawing  farming  into  their  own  orbits, 
but  they  are  integrating  farming  into  their  operations  so  that  farming  is 
carried  on  to  meet  the  ends  of  their  integrated  businesses.  Farming  thus  tends 
to  become  a  feeder  industry  to  the  processing,  retailing  and  other  industries 
which  deal  with  agricultural  supplies  or  products. 

2/  See  "The  Changing  Face  of  Food  and  Farming,"  tianscript  of  an  address 
to  United  Fresh  Fmit  and  Vegetable  Association,  January  28,  1958  • 

3/  For  more  conrplete  information  see  "Contract  Farming  and  Vertical 
Integration  in  Agricultiu-e,  "U.  S.  Dept.  Agri.  Inform.  Bui.  No.  198.  See 
also  my  talk,  "Cooperatives  and  Integrated  Agriciilture,"  Georgia 
Cooperative  Short  Coxirse,  Athens,  Georgia,  Jime  23,  1958  (Mimeograph) 

hj   For  comprehensive  explanation  see  "A  Concept  of  Agribiisiness,"  by 
John  H.  r&vis  and  Roy  A.  Goldberg,  Hai-vard  University,  195?.  "By 
definition,  agribusiness  means  the  sum  total  of  all  operations  involved 
in  the  manufacture  and  distribution  of  farm  supplies;  production  operations 
on  the  farm;  and  in  stoiage,  processing,  and  distrib\rtion  of  farm 
commodities  and  items  made  from  them."  (p.  2) 
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The  significant  fact  is  that  integration,  which  is  constantly  growing  throixgh- 
out  industry,  is  now  enveloping  many  aspects  of  farming.  Farming  in  the  future 
cannot  resist  the  economic  pattern  of  other  industry.  It  cannot  remain  a 
small-scale  independent  industry  and  deal  with  large-scale  integrated  industry 
on  an  equal  basis. 

Although  this  trend  toward  integration  has  been  discernible  for  some  time,  it 
has  only  recently  become  a  matt%r  of  concern.  As  in  so  many  other  situations, 
we  don't  become  aware  of  a  trend  until  its  effects  become  apparent,  or  until 
its  meaning  is  interpreted  by  observant  analysts.  For  exajaple,  few  people 
recognize  the  coming  of  a  business  recession  until  it  is  a  well  established 
fact. 

The  trend  toward  vertical  integration  did  not  come  initially  from  a  conscious 
design.  It  came  as  a  result  of  changes  made  by  firms  to  improve  their  position 
in  the  competitive  struggle  and  it  represents  the  action  of  many  businesses 
rather  than  of  just  a  few. 

It  may  be  helpful  to  differentiate  here  between  three  forms  or  stages  of 
vertical  integration  in  production  and  distribution  of  farm  products:   (l) 
Integration  of  successive  steps  in  market  distribution;  (2)  Integration  of 
distribution  with  processing;  and  (3)  Integration  of  manufacturing  with 
assembling  and  even  production  of  farm-grown  materials.  The  first  form  of 
vertical  integration  is  of  long  standing.  The  second  and  third  forms  are  more 
recent,  and  it  is  here  that  the  distinctive  character  of  the  new  integration 
movement  is  to  be  noted. 

Moreover,  vertical  integration  may  come  from  any  direction.  It  may  proceed 
either  from  farmers  or  from  traders,  processors,  and  manufacturers.  If  the 
vertical  integration  starts  at  the  farm  it  can  be  called  "ascending  integration, 
while  if  it  starts  at  the  processing  or  distribution  level  and  works  down  to 
include  the  farm  it  can  be  called  "descending  integration."  No  invidious  com- 
parison is  here  intended.  Both  "ascending"  and  "descending"  forms  of  integra- 
tion can  serve  the  interest  of  farmers  if  they  are  organized  to  make  use  of 
them  and  see  that  they  are  operated  equitably  in  their  interests.  _5/ 

Contracts  Open  Farms  to  Integration 

Until  recently,  vertical  integration,  for  the  most  part,  stopped  at  the  farm 
gate  and  didn't  come  in.  However,  the  force  was  too  powerful  to  resist. 
Business  firms  saw  the  desirability  of  controlling  farming  decisions  and 
operations.  They  found  that  they  could  do  this  by  use  of  contracts  which 
would  provide  for  production  by  farmers  according  to  agreed-upon  specifications. 

Such  contracts  have  long  been  used  in  the  fmit  and  vegetable  processing,  sugar 
beet  and  other  agricultural  industries,  but  \mtil  recently  they  had  not  been 


_5/  I  am  indebted  to  Dr.  E.  G.  Nourse  for  these  expressive  tenms, 
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generally  adapted  to  the  operation  of  poultry  and  livestock  production.  Then 
came  along  the  spectacular  development  of  the  broiler  industry,  largely  as  a 
result  of  contracts  with  producers  entered  into  with  feed  dealers  and 
processors . 

Under  this  plan,  for  illustration,  a  feed  dealer  working  jointly  with  a  proc- 
essor contracts  with  a  farmer  for  the  production  of  broilers  according  to  his 
instructions  and  specifications.  The  feed  dealer  furnishes  the  chicks,  feed 
and  technical  management  direction,  and  assures  the  producer  a  return  per  bird 
for  his  labor,  facilities, and  direct  supervision  of  the  broiler  enterprise. 

This  plaja  has  appealed  to  many  producers  who  were  glad  to  produce  for  a 
guaranteed  income.  Within  a  few  years  it  created  a  specialized  broiler  pro- 
ducing area  in  the  Delmarva  Peninsula,  and  it  has  since  spread  to  Georgia, 
North  Carolina,  Maine  and  several  other  States.  Now  we  have  broilers  produced 
to  a  large  extent  xinder  assembly  line  conditions,  with  the  farmer  producing 
them  on  almost  a  piece-rate  basis.   It  is  something  like  the  old  pre-factory 
farm-out  system  ixnder  which  clothing  was  man\ifactured  in  homes.   In  other  words, 
the  tailoring  work  was  farmed  out  and  done  in  the  home  rather  than  in  a 
central  plant. 

There  may  be  a  further  parallel  in  that  the  home  production  of  broilers  may  be 
supplanted,  in  turn,  by  broiler  factories.   In  a  ciirrent  publication  there  is 
an  article  which  describes  a  large  broiler  producing  plant  in  Idaho  which  has 
aji  annual  broiler  crop  capacity  of  one  million  birds.  It  is  designed  to  supply 
a  chain  of  hh   food  stores.  This  plant  is  not  a  farm.  It  is  a  broiler -produc- 
ing factory.  OrLLy  seven  acres  of  land  are  used  and  the  four  men  who  operate 
the  plant  live  in  fo\ir  houses  on  the  premises.  The  birds  are  even  supplied 
with  music  as  apparently  happy  birds  grow  fatter  faster.  Here  we  have  a  per- 
fect illustration  of  vertical  integration  carried  to  its  ultimate  —  the 
fxinction  of  the  farmer  has  been  absorbed  by  the  chain  store.  It  is  hard  to 
call  a  broiler  plant  like  this  a  farm,  but  the  question  may  well  be  asked,  "Is 
this  the  farm  of  the  future?"  Many  people  think  it  may  be  for  certain  kinds 
of  farm  enterprises. 

Should  this  method  of  broiler  production  spread,  there  will  be  few  broiler- 
raising  farmers  to  worry  about.  Contract  production  of  broilers  will  then  be 
unnecessary,  for  the  farm  will  be  fully  integrated  into  an  off -farm  business 
and  will  be  producing  without  the  need  of  a  contract. 

I  don't  want  to  be  too  pessimistic  just  at  this  point.  There  is  an  old  adage 
that  it  is  dangerous  to  put  too  many  eggs  into  one  basket,  and  it  may  be  just 
as  dangerous  to  produce  too  many  birds  in  one  broiler  plant.  A  broiler  plant 
such  as  I  have  described  calls  for  a  great  deal  of  capital  and  management 
ability,  and  involves  a  considerable  amount  of  risk.  It  is  a  somewhat  inflex- 
ible type  of  operation,  and  it.  might  be  hard  to  manage  profitably  during  a 
period  of  general  broiler  surplus.  Without  passing  judgment  on  the  economic 
merit  of  this  kind  of  enterprise,  we  must  recognize  that  business  control  over 
farmers  is  spreading.  Whether  we  like  it  or  not,  we  are  now  seeing  a  trans- 
ference of  the  broiler  contract  pattern  to  eggs,  pigs,  and  other  products. 
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It  is  impoi-tant  to  realize  that  vertical  Integration  is  a  broad  economic 
force,  while  contract  fanning  is  a  manifestation  of  this  force  at  the  farm 
level.  The  two  terms  are  not  synonymous,  for  contract  farming  is  but  a 
species  of  vertical  integration.  While  integration  is  pervasive  throughout 
industry,  contract  farming  is  found  only  vuider  certain  conditions  and  in 
certain  places.  Through  contracts  specific  farming  operations  are  brought 
under  the  control  of  other  business  firms:  that  is,  they  are  integrated  with 
them. 

In  this  talk  I  am  concerned  with  the  implications  of  vertical  integration  in 
its  broad  sense  on  the  marketing  of  farm  products.  It  is  already  so  well 
established  that  our  problem  is  not  to  stop  it  but  to  direct  it  to  best 
advantage.  Its  power  can  be  used  for  farmers  if  they  will  grasp  the  controls 
of  integration  throiigh  better  organization. 

Unless  fanners  substantially  control  the  processes  of  integration  as  they 
relate  to  the  production  and  marketing  of  farm  products,  the  days  of  the  feimily 
farm  as  an  economic  unit  are  n\ambered.  Farming  necessarily  is  going  to  be 
more  and  more  integrated  with  other  industry,  and  if  farmers  do  not  control  or 
participate  in  the  control  of  the  integration,  integrating  agencies  from  the 
outside  will  control  or  largely  control  the  farmer's  operations.  I  am  not 
trying  to  be  dramatic,  or  to  scare  you  with  a  bogey-man.  Vertical  integration 
is  going  to  stay  with  us  and  that  may  be  all  to  the  good,  for  it  can  be  used 
to  strengthen  farms  as  independent  business  units  so  as  to  improve  the 
vitality  of  our  agricult\ire . 

Is  Our  Marketing  Machinery  Obsolete? 

Integration  has  already  come  so  far  and  so  fast  that  most  of  our  agricultural 
marketing  literature  is  out  of  date*.  For  example,  many  of  the  articles  in 
the  195^  Yearbook  of  Agriculture  on  "Marketing"  would  need  to  be  recast  or 
completely  redone  to  cover  the  implications  of  present-day  developments  in 
vertical  and  horizontal  integration  if  they  were  to  be  rewritten  today. ,  In 
the  195^  Yearbook,  integration  was  only  incidentally  treated,  ajid  contract 
farming  was  largely  ignored.   "Agribusiness"  had  not  yet  been  identified  as  an 
area  for  specialized  study. 

No  revolution  can  be  fully  understood  by  those  in  the  midst  of  it.  We  have  no 
scholarly  historical  studies  to  explain  clearly  what  is  happening.  We  must 
therefore  do  our  best  to  direct  the  forces  of  this  revolution  constructively 
with  \rtiatever  insight  we  can  muster. 

This  fact  is  clear.  Our  whole  economic  system  is  becoming  tightly  coordinated 
through  larger  ajid  larger  firms.  Look  at  the  pattern  in  food  retailing,  with 
the  growth  of  chains  and  supermarkets.  Look  at  the  large  daiiy  firms  like  Nation- 
al E&iries,  Borden,  and  Foremost.  Look  at  General  Foods,  Swift  and  Company,  and 
the  large  chemical  corporations.  Look  at  the  almost  cocrpletely  integrated  major 
petroleinn  companies.  All  of  these  concerns  deal  with  farmers  or  farmers'  prod- 
ucts. They  are  examples  of  "descending  integration,"  or  integration  downward 
toward  the  farm. 
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On  the  other  side,  look  at  the  large  cooperative  marketing  organizations  which 
represent  "ascending  integration,"  or  integration  from  the  farm  upward.  Many 
of  them  are  also  large  concerns:  Sunkist  Growers,  Land  0 'Lakes  Creameries, 
Grain  Terminal  Association,  the  G.L.F.,  the  Southern  States  Cooperative,  The 
Cotton  Producers  Association,  the  Washington  Co-operative  Farmers,  the  Poultry 
Producers  of  Central  California,  and  many  others.  These  cooperatives  have 
grown  large  because  it  takes  large  integrated  organizations  to  serve  the  needs 
of  farmers  today. 

These  firms  operate  in  much  the  same  way  whether  cooperative  or  non-cooperative, 
through  the  employment  of  professional  managers.  They  differ  mostly  in  the 
way  the  benefits  are  distributed  to  those  who  ultimately  own  and  control  them. 
I  would  like  to  stress  this  point  here:  Integration,  like  any  other  economic 
force  or  process,  can  be  used  by  farmers  if  they  are  properly  organized. 

Marketing  in  a  vertically  integrated  firm,  whether  cooperative  or  non-coopera- 
tive, becomes  an  integrated  activity.  The  product  is  sold  only  once,  at  the 
end  of  the  integration.  A  chain  store  system  acquires  supplies,  processes 
them,  transports  then  and  finally  sells  them  to  the  consumer.  All  of  the 
operations  of  the  firm  are  planned  and  directed  toward  the  final  transaction 
with  the  consumer.  All  of  the  functions  are  internal  fimctions. 

Thus,  when  we  have  integrated  organizations,  we  by-pass  many  of  the  marketing 
institutions  that  have  been  built  up  for  the  use  of  non- integrated  businesses. 
This  explains  the  decline  in  the  significance  of  terminal  livestock  yards, 
terminal  fruit  auctions,  and  other  agencies  which  are  not  so  needed  any  more, 
and  which  in  some  cases  have  become  actually  obsolete. 

As  a  result,  we  lose  our  old  price-making  mechanisms.   It  is  harder  to  say 
what  products  are  worth  at  any  stage  in  the  marketing  process.  Marketing 
becomes  more  concerned  with  the  question  of  matching  market  power  with  market 
power . 

This  is  not  a  brand  new  problem  in  agricultiore.  As  John  K.  Galbraith  has 
pointed  out  in  his  book,  American  Capitalism,  (1952),  farmers  have  been 
struggling  since  Colonial  days  to  develop  "countervailing  power  for  agriciilture . 
This  has  led  to  attempts  to  set  up  horizontally  integrated  cooperative  organ- 
izations strong  enough  to  achieve  some  control  over  supply  and  provide  a  base 
for  vertical  integration.  6/' 

Sapiro  held  that  "the  iron-clad  contract"  between  the  producer  and  his 
or^nization  coiild  meet  this  problem,  but  as  long  as  these  contracts  were 
voluntary  complete  control  over  supply  could  not  be  achieved.  For  a  time  there 
were  advocates  of  "compulsory  coopeiration"  who  favored  forcing  all  farmers  in- 
to a  cooperative  to  control  supply  if  a  majority  were  in  favor  of  it.  This 
idea  in  turn,  gave  way  to  the  crop  control  program  of  the  thirties. 


6/  For  more  complete  information  see  my  article  "Cooperative  Expansion 
Through  Horizontal  Integration,"  Journal  of  Farm  Economics,  November  1950. 
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However,  it  is  proper  to  point  out  that  there  has  been  a  great  change  in  the 
strength  and  character  of  cooperative  organizations  since  the  twenties  when 
Sapiroism  was  rampant.  Farmers  are  more  inclined  to  work  together  through 
cooperatives,  and  the  management,  financial  standing,  and  business  standards 
of  their  cooperatives  are  much  higher.  Experience  has  demonstrated  what  can 
be  reasonably  done.  In  fact,  many  large  cooperative  marketing  enterprises  are 
more  than  able  to  hold  their  own  with  competitive  concerns  in  merchandising 
efficiency. 

The  experience  of  coopei^tives  of  the  old  Sapiro  type  indicated  that  farmers 
could  not  generally  control  production  through  contracts.  Is  there  any  more 
reason  to  believe  that  other  forms  of  corporation  caji  do  a  better  job  of 
controlling  production  through  contracts?  Can  they  control  production  over 
a  period  of  time?  Is  it  to  their  advantage  to  do  so? 

The  cooperative  form  of  organization  at  least  is  motivated  by  the  needs  of  its 
members.  The  motivation  of  competitive  corporations  is  to  serve  stockholders 
who  are  generally  nonfarmers.  In  the  long  run,  this  difference  may  be  of 
controlling  importance.  While  farmers  may  resist  the  efforts  toward 
integration  by  other  firms,  they  may  be  willing  to  accept  integration  by 
their  own  organizations  on  their  own  terms. 

There  is  the  basic  question  of  why  integrate  by  cooperatives.  It  is  true  that 
the  integrated  producer  must  accept  restrictions  which  regulate  his  operations, 
no  matter  how  he  is  integrated,  but  in  a  cooperative  he  can  captirre  his  share 
of  the  benefits  which  accrue  to  the  integrating  firm  and  thus  strengthen  his 
position  as  an  economic  producing  unit.  In  a  cooperative  he  helps  set  the 
terms  to  achieve  the  ends  of  the  integration  through  self-descipline,  while 
otherwise  they  are  imposed  upon  him.  7/ 

How  Integration  Changes  the  Marketing  Climate 

As  integration  progresses  it  influences  the  climate  of  marketing. 
Some  of  its  resiolts  are  becoming  apparent. 

1.  New  marketing  institutions  are  making  established  marketing  institutions 
obsolete.  Farmers  are  more  and  more  producing  to  meet  stipiolated  market 
specifications . 

2.  Sales  agencies  such  as  commodity  exchanges,  terminal  auctions,  and 
futures  markets  are  losing  some  of  their  importance  as  pricing  mechanisms. 

3.  Firms  engaged  in  marketing  are  growing  in  size  and  performing  a  larger 
range  of  marketing  and  related  functions. 

k.       Risk  bearing  and  producing  decisions  are  being  transferred  to  the 
marketing  firm. 


~l7~rris  here  significant,  that  "independent  grocers"  have  been  able  to 
integrate  cooperatively  and  thus  preserve  much  of  their  independence. 
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5-  Financing  is  being  tied  more  closely  into  marketing  as  more  capital  is 
needed  to  control  and  direct  the  movement  of  the  product. 

D.  Production  specialists  of  integrated  concerns  are  increasingly  directing 
farmer  production  and  marketing  operations. 

7.  There  is  a  growing  concentration  of  power  over  agriculture  by  those  not 
concerned  with  farm  welfare  as  such.  Thus  marketing  institutions  —  -unless 
cooperative  --  become  less  and  less  responsive  to  producer  interests. 

8.  Marketing  and  production  research  is  increasingly  being  directed  toward 
the  strengthening  of  integrated  business  systems. 

These  trends  are  rapidly  changing  our  agricultural  environment  and  the 
agricultural  institutions  which  have  grown  up  over  a  long  period  of  years  to 
serve  a  different  type  of  agriculture.  8/ 

The  Larger  Question  --  A  Free  Agriculture 

It  seems  to  me  significant  that  there  is  a  growing  apprehension  in  agricultural 
circles  that  "specification  buying"  of  high  quality  farm  products  to  meet  the 
needs  of  mass  markets  "will  lead  inevitably  to  specification  production  -- 
either  under  contract,  as  in  the  broiler  industry,  or  in  farms  large  enoiigh 
for  their  operators  to  make  their  own  deals  with  large-scale  buyers . "  As 
Sherman  E.  Johnson  and  Kenneth  L.  Bachman  recently  said,  "The  need  for  pro- 
duction of  products  of  specified  quality  to  meet  specification  buying  cannot 
be  ignored,  but  the  key  question  is  how  this  need  can  be  met  within  the 
challenge  of  promoting  the  welfare  of  farm  people  and  the  nation  as  a  whole. '^9/ 
It  would  be  indeed  ironical  if  in  the  pursiiit  of  efficiency  by  individ\aal  firms 
we  were  to  lose  the  kind  of  total  agricultural  and  social  efficiency  associated 
with  the  family  farm  type  of  operating  unit  which  has  made  our  nation  outstand- 
ing in  its  total  agricultural  output  and  in  the  satisfactions  of  farm  life. 


8/  This  was  foreseen  over  ten  years  ago  by  John  D.  Black  in  his 
challenging  article,  "Guideposts  in  the  Development  of  a  Marketing  Program." 
Black  expressed  the  belief  that  the  greatest  opportimities  for  increasing 
efficiency  in  agricultural  marketing  lay  along  the  route  of  vertical 
integration.  Journal  of  Farm  Economics,  August  19^7 • 

9/  "Recent  Changes  in  Resource  Use  and  in  Fann  Incomes,"  a  paper 
prepared  for  Conference  on  Problems  and  Policies  of  American  Agric\ilture, 
Iowa  State  College,  October  2-31,  I958. 
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Integration  can  be  a  disintegrating  force  if  it  is  not  harnessed  to  the  needs 
of  both  agriculture  and  business.  There  is  the  danger  that  it  will  disperse 
farmers'  interests  rather  than  join  them  together  in  programs  of  mutual 
interest.  This  is  not  an  empty  possibility.  In  certain  areas,  farm  producers 
are  largely  dependent  upon  the  kind  of  contract  deals  they  can  make.  Their 
freedom  of  choice  in  production  and  marketing  may  be  less  than  they  think. 

Is  it  economically  soiond  for  farmers  to  allow  themselves  to  be  drawn  into 
diverse  integrated  \mits  controlled  from  the  outside?  Wouldn't  it  be  more 
logical  for  them  to  integrate  throxjgh  cooperatives  to  obtain  better  perform- 
ance of  prociirement  and  marketing  f\mctions?  Many  of  our  strong  cooperatives 
prove  that  this  can  be  done. 

I  wovild  like  to  give  you  an  illustration  of  \rtiat  I  am  taOJcing  about  —  the 
Poultry  Producers  of  Central  California.  This  organization  provides  an 
integrated  pvirchasing  and  marketing  service  for  poultry  producers  throughout 
northern  and  central  California.  It  is  big  enoTigh  to  do  a  job  for  all  the 
poultry  producers  in  this  area.  It  can  procure  feed  and  other  supplies  for 
farmers  at  lowest  possible  cost  and  market  eggs  for  them  to  best  advantage. 
This  orgajiization  is  large  and  strong  enough  to  employ  excellent  management 
and  have  the  latest  in  modem  facilities. 

Its  San  Leandro  plant,  which  I  visited  early  this  week,  is  a  model  of  automa- 
tion and  labor-saving  efficiency.  It  can  handle  2,000,000  eggs  a  day  smd  keep 
a  record  of  each  egg  electronically.  It  can  pack,  load,  and  ship  under 
refrigeration  without  hand  labor.  It  can  direct  eggs  to  meet  the  large 
quantity  market  needs  of  mass  distributors. 

What  advantage  would  there  be  in  dispersing  this  operation? 

Before  we  throw  away,  or  let  slip,  the  old  —  let  us  exEunine  whether  the  best 
of  the  old  cannot  be  used  in  building  the  new. 

Let  us  guide  the  future  in  the  light  of  the  lessons  of  the  past  —  or  do  we 
now  accept  Henry  Ford's  dictum:   "History  is  bimk." 

I  don't  accept  it.  Over  the  years  we  have  found  out  how  to  build  strong 
integrated  cooperative  organizations  that  serve  well  the  needs  of  producers  and 
consumers.  They  recognize  the  individual  farmer  and  help  preserve  his 
independence . 

I  hope  that  integration  will  be  used  by  fanners  to  b\iild  these  kinds  of 
integrated  organizations  for  marketing  —  or  at  least  enough  of  them  to  pre- 
serve the  balance  in  our  economy. 

I  realize  that  my  remarks  have  been  somewhat  discxorsive.  Something  big  is 
going  on  in  agricvilture,  and  it  is  hard  to  get  it  into  proper  perspective. 
However,  the  subject  is  so  important  that  it  cannot  be  ignored,  and  it  seems 
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clear  that  the  way  in  which  farmers  and  their  representatives  deal  with  it  — 
even  though  they  do  not  fully  understand  it  —  will  determine  the  type  of 
agriculture  we  will  have  for  laany  years  to  come. 


DEyELCPiNG_AND_OPERAIiNG_A_MARKEIlNG_PROGRAM_lN_A 
STATE  DEPARTMENT  OF  AGRICULTURE 


Work  Group  Sessions 


TYPES  AM)  SCOPE  OF  MARKETING  ACTIVITIES 
IN   WHICH  THE  STATES  SHOULD  ENGAGE 

George  H.  Chick 
Maine  Department  of  Agricxilture 

Tne  topic  assigned  to  me  to  discuss  with  you  is  the  various  types  of  market- 
ing activities,  both  service  and  regulatory  work,  that  should  be  carried  on 
by  State  departments  of  agricultiire.   I  will  not  only  go  into  work  that  is 
being  carried  on  by  the  Maine  Department  of  Agriculture,  but  I  will  also 
include  activities  which  I  feel  should  be  added  to  a  department  to  have  a 
broad  program. 

The  first  phase  of  work  that  I  will  discuss  with  you  will  be  market  service 
work.  In  developing  a  market  service  program  in  a  Division  of  Markets,  I 
think  it  is  essential  to  have  a  broad  knowledge  of  the  work  and  activities  of 
extension  and  research  work  within  the  State,  together  with  a  cooperative 
arrangement  between  the  men  doing  the  work  and  the  representatives  of  the 
industry  which  the  project  aims  to  help.  As  an  illustration,  in  Ifeine  we 
work  very  closely  with  the  Maine  Potato  Council,  Maine  Potato  Tax  Commission, 
Maine  Poultry  Improvement  Association,  Maine  Pomological  Society,  Maine  Dry 
Bean  Tax  Commission,  and  Maine  Dairy  Council,  together  with  other  groups  too 
numerous  to  mention. 

In  planning  service  work,  I  think  it  is  important  to  have  marketing  specialists 
assigned  to  various  commodities  so  that  they  can  become  a  specialist  in  the 
marketing  of  pouitry,  tobacco,  grain,  etc.   In  many  commodities  I  think  there 
is  need  of  further  specialization,  and  I  will  use  potatoes  as  an  illustration. 
It  is  my  opinion  that  a  marketing  specialist  can  devote  his  time  to  expanding 
the  market  on  potatoes  for  fresh  market,  and  that  there  is  an  entirely  new 
field  for  a  potato  marketing  specialist  to  work  on  expanding  the  markets  for 
processed  potatoes  such  as  potato  flakes,  potato  chips,  frozen  french  fried 
potatoes,  frozen  baked  potatoes,  etc.   In  working  with  trade  people  in  the 
various  marketing  locations,  the  same  people  do  not  handle  the  marketing  of 
table  stock  potatoes  that  handle  the  processed  product.  Another  argument  for 
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the  use  of  two  men  within  a  commodity  group  is  the  fact  of  jealousy  between 
the  handlers  of  fresh  fruits  and  vegetables  versus  handlers  of  processed  fruits 
and  vegetables.  These  market  service  men  should  work  with  shippers  to  encourage 
better  grading  and  processing,  and  with  wholesalers  and  retailers  to  expand  the 
market  for  the  products.  A  good  market  man  will  find  opportunities  to  assist 
in  setting  up  displays  and  exhibits  for  trade  associations,  etc.  He  will  also 
contact  food  editors  in  the  newspaper,  magazine,  radio,  and  television  fields, 
and  supply  them  with  up-to-date  material  about  the  product  he  is  working  on. 

An  up-to-date  Division  of  Markets  should  be  devoting  a  lot  of  time  in  the  field 
of  market  facilities.  This  can  be  developing  farmers'  markets,  large  terminal 
markets  in  the  cities  such  as  the  proposed  new  market  facilities  for  New  York 
City;  or  it  can  be  work  aiding  processing  plants  to  improve  their  facilities. 
Another  broad  field  of  work  in  marketing  facilities  is  helping  some  of  the 
small  retail  groups  to  improve  their  layouts  in  the  retail  stores.  This  is  a 
phase  of  work  which  we,  in  Maine,  have  started  during  the  past  year.  We  find 
that  this  is  very  popular  with  the  small  chains  or  independents,  and  we  have 
not  been  able  to  take  care  of  all  the  requests  for  assistance  which  we  have  had 
in  this  field. 

Another  phase  of  work  should  be  the  development  of  better  giudes  and  trademarks. 
In  the  development  of  grades,  we  work  very  closely  with  the  Agricultural  Experi- 
ment Station  and  invariably  ask  them  to  conduct  experimental  projects  to  help 
us  to  determine  the  quality  and  size  of  o\ir  various  grades  and  standards.  We 
feel  very  strongly  that  these  grades  should  be  developed  for  the  consumer.  I 
perhaps  should  have  listed  this  particular  phase  of  ovir  work  first,  as  I  firmly 
believe  that  successfxil  marketing  work  depends  on  a  product  that  is  well  graded 
and  identified  for  the  consumer. 

Along  with  a  good  service  work  program,  I  think  it  is  essential  to  have  a  good 
publicity  representative.  His  job  Should  be  to  help  reach  the  consxaming  public 
with  information  to  help  expand  the  sale  of  the  various  products.  Eqxoally 
important  is  to  channel  information  back  to  the  industry  groups  to  keep  them 
informed  of  the  activities  of  our  men  in  the  field.  These  reports  to  the 
industry  should  include  not  only  the  good  things  said  about  their  product  but 
should  also  keep  them  informed  on  such  things  as  damage  from  poor  loading, 
short  weights,  freezing  injviry,  etc.  In  this  way  the  shipper  will  be  able  to 
correct  some  of  the  mistakes  made  at  shipping  point.  A  good  publicity  man  can 
also  channel  information  and  pictures  to  trade  papers,  daily  newspapers,  radio, 
and  television,  in  fact  any  media  which  reaches  the  consiomer,  retailer,  whole- 
saler, or  shipper.  Such  a  publicity  service  can  also  develop  movies  of  the 
State's  various  products  and  arrange  a  system  of  distritrution  to  schools, 
service  clubs,  theaters,  as  well  as  television  stations. 

The  Division  of  Markets  should  also  develop  a  market  news  program  for  the  major 
commodities  within  the  State.  This  market  news  should  cover  prices  to  growers, 
wholesale  prices  at  shipping  point,  retail  prices,  and  should  also  include 
information  on  the  movement  £ind  distribution  of  the  importance  of  the 
important  commodities. 
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All  marketing  departments  should  also  include  a  well-ro\anded  crop  reporting 
service.   This  service  should  provide  production  estimates  on  important 
commodities.   It  should  also  provide  information  on  tree  counts,  acreage,  live- 
stock numbers,  etc.;  and  annual  statistics  on  major  commodities  by  county  as 
well  as  State.   I  am  sorry  to  say  in  this  connection  that  we  do  not  provide 
the  county  figures  at  the  present  time,  but  we  are  getting  a  lot  of  requests 
to  expand  our  work  in  this  field.  A  good  crop  reporting  service  shovild  also 
include  monthly  cold  storage  reports  on  commodities  and  should  also  show  the 
warehouse  holdings  on  such  commodities  as  cotton,  tobacco,  etc. 

Another  broad  field  of  work  should  be  in  the  regulatory  and  voluntary  inspec- 
tion service.   I  use  the  word  "voluntary"  due  to  the  fact  that  some  States  may 
carry  on  Federal-State  inspection  programs,  sind  a  few  might  carr;;,'  on  State 
inspection.  The  regulatory  work  should  be  developed  to  police  State  branding 
laws  on  poultry,  eggs,  fruits,  vegetables,  dairy,  grain,  and  any  other 
commodities  for  which  the  respective  State  legislatures  might  enact  compulsory 
standards .  This  could  also  include  the  enforcement  of  weights  and  measures 
laws.  These  activities  are  generally  carried  out  with  funds  made  available  by 
appropriation,  and  the  main  purpose  of  these  regulatory  laws  is  to  protect  the 
consuming  public.   In  developing  an  enforcement  program,  a  State  department 
should  work  very  closely  with  other  State  departments  of  agriculture  doing 
similar  work  but  should  also  work  closely  with  agencies  of  the  Federal  Govern- 
ment such  as  Federal  Food  and  Drug,  Perishable  Agricultural  Commodity  Act,  and 
the  Federal  Trade  Commission.  We,  in  Maine,  have  worked  at  times  with  all  of 
the  agencies  mentioned  to  our  mutual  benefit. 

Voluntary  inspection  is  generally  carried  out  under  a  cooperative  agreement 
with  the  Federal  and  State  Departments  of  Agriculture,  and  a  fee  is  charged 
the  user  of  the  service.  In  many  States  the  fees  collected  for  this  work  take 
care  of  the  entire  cost  of  the  service.  In  Maine  we  have  Federal-State 
inspection  on  potatoes,  po\iltry  and  eggs,  apples,  girain,  and  cannery  inspection; 
and  the  work  is  entirely  self-supporting.  A  few  States  find  it  necessary  to 
allocate  some  State  money  to  supplement  the  fees  charged  for  voluntary 
inspection  work.  Another  important  phase  of  work  is  in  the  field  of  marketing 
orders  and  agreements.  The  impoirtance  of  this  work  woxild  naturally  vary  from 
State  to  State.  As  an  example,  a  large  agricultural  State  like  California 
might  have  as  many  as  30  orders  or  agreements  in  operation;  whereas  in  Maine 
we  are  operating  under  one  Federal  Potato  Marketing  Order.  If  the  State  wishes 
to  operate  xmder  Federal  marketing  orders  rather  than  State,  there  is  still  a 
chance  to  cooperate  with  the  marketing  order  committee  to  make  sure  that  the 
marketing  order  requirements  do  not  conflict  with  State  branding  laws.  For 
instance,  we  find  in  Maine  that  we  can  cooperate  with  the  marketing  order 
committee  to  our  mutxjal  advantage.  We  inform  the  market  order  administrator 
of  any  violations  of  Federal  marketing  orders  which  we  might  run  across,  and 
he  in  turn  cooperates  with  us  in  the  enforcement  of  our  potato  branding  law. 

I  believe  that  all  of  you  realize  that  the  purpose  of  marketing  orders  and 
agreements  is  to  regulate  the  orderly  movement  of  products.  This  is  generally 
done  by  restricting  the  shipment  to  certain  grades  and  sizes  particularly  if 
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the  crop  in  question  is  large  enough  to  be  burdensome,  and  it  is  felt  necessary 
to  keep  some  of  it  off  the  market  in  order  to  secure  a  fair  rate  for  the  por- 
tion shipped.   In  the  case  where  it  is  necessary  to  keep  any  large  portion  of 
a  crop  from  being  shipped,  there  is  a  real  opportunity  for  the  marketing 
division  to  help  develop  processing  outlets  for  the  product  diverted  from  the 
fresh  market.   I  think  it  is  fair  to  say  that  the  Federal  marketing  order  has 
more  teeth  when  a  product  goes  into  interstate  comraerce,  as  the  State  does  not 
have  any  authority  after  the  product  has  crossed  the  border.  However,  there 
is  one  real  advantage  to  a  State  marketing  order  as  most  of  them  provide 
facilities  for  raising  money  for  promotion  which  is  not  possible  in  a  Federal 
marketing  order. 

With  the  farmers '  share  of  the  consumer '  s  dollar  contin\aally  decreasing  as 
marketing  costs  rise,  I  think  that  all  of  the  departments  should  consider  very 
seriously  the  advisability  of  including  a  transportation  specialist  on  their 
staff.  This  man  could  devote  his  time  to  the  adjustment  of  both  truck  and 
rail  rates  for  agricultural  interests  within  the  State.  He  might  be  able  to 
secure  tariffs  on  certain  commodities  to  the  benefit  of  the  agricult\ire  in  the 
State,  and  he  might  channel  out  information  from  the  department  to  the 
agricultural  interests  ao  that  they  would  be  better  informed  on  truck,  rail, 
and  water  rates. 

In  conclusion,  the  Division  of  Markets  should  be  prepared  to  cooperate  closely 
with  the  various  agencies  of  the  U.  S.  Department  of  Agriculture,  with  the 
college  of  agriculture  within  their  State,  and  with  industry  councils  and 
committees  representing  the  commodities  produced  and  marketed  within  their 
State.  I  would  like  to  briefly  list  a  few  illustrations  of  cooperation  that  I 
had  in  mind.  The  Division  of  Markets  could  cooperate  with  the  Agricultiiral 
Marketing  Service  in  developing  service  programs  for  their  State.  For  this 
you  would  work,  of  course,  with  William  Crow  and  Leighton  Foster.   If  the  State 
wished  to  develop  a  Federal-State  inspection  service,  there  again  you  would 
cooperate  with  the  Fruit  and  Vegetable  DLvisiDn  of  the  Agriciiltural  ]yb,rketing 
Service.  Or  if  you  wanted  to  develop  a  grain  inspection  service,  it  would  be 
the  Grain  Branch.  We  call  on  the  Maine  Agric\iltural  Experiment  Station  to 
cooperate  in  setting  up  projects  to  determine  the  value  of  point-of-sale 
material  used  by  oiir  service  men.  The  Experiment  Station  has  also  set  up  a 
control  project  at  the  request  of  the  department  and  industry  people  to 
evaluate  some  of  the  industry  advertising.  We  work  with  the  industry  councils 
and  committees  to  find  out  problems  that  they  need  help  on  in  the  field  of 
marketing  and  secure  their  assistance  in  developing  our  programs.  We  also 
request  industry  tax  committees  to  furnish  our  market  men  with  point-of-sale 
material  to  use  in  the  field  without  cost  to  our  department. 

The  main  thing  I  have  tried  to  do  this  morning  is  to  stimulate  your  thinking    ^ 
on  marketing  work.   In  the  allotted  time,  however, it  was  impossible  to  go  into 
too  much  detail.  I  also  realize  that  in  my  discussion,  I  perhaps  have  dealt 
too  heavily  on  work  that  we  carry  on  in  our  own  State.  However,  if  my  remarks 
have  encouraged  you  to  take  an  active  part  in  the  development  of  an  effective 
marketing  program  for  your  department  of  agriculture  dviring  the  next  two  or  thre«| 
days,  I  will  feel  well  rewarded. 
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TYPES  AND  SCOPE  OF  MARKETING  ACTIVITIES 
IN  WHICH  THE  STATES  SHOULD  ENGAGE 

John  A.  Winfield 
North  Carolina  Department  of  Agriculture 

t  would  be  simple  to  say  to  you  today  that  the  States  should  engage  in  all 
:>'pes  of  marketing  activities  affecting  agriciiltural  products  produced  within 
he  States  and  that  the  scope  of  this  activity  should  be  broad  enou^  to  cover 
11  marketing  activities  between  the  producer  and  the  end  user. 

his  of  course  is  impossible  to  accomplish.   So  it  follows  that  we  must  attempt 


o  find  activities  that  will  improve  agricultural  marketing  in  our  respective 
tates,  and  set  up  the  best  programs  possible  to  improve  qviality,  cut  market- 
ng  costs,  and  expand  outlets. 

n  setting  up  these  programs,  we  must  give  first  consideration  to  assigned 
esponsibilities  by  legislative  acts  and  to  administrative  directives  \^ich 
ome,  in  our  State,  through  the  Commissioner  and  Board  of  Agriculture. 

here  is  a  wide  variation  between  the  marketing  duties  assigned  State  depart- 
.ents  of  agriculture  by  legislative  acts  in  the  various  States.  This,  in  my 
ipinion,  is  as  it  should  be,  because  conditions  vary  to  such  a  great  extent 
!ver  the  coimtry  that  most  State  and  local  governing  bodies  are  in  a  better 
osition  to  determine  what  marketing  activities  should  be  progi*amed  and  what 
gency  of  government  should  have  the  responsibility  for  administering  these 
pecific  programs. 

n   Virginia,  the  Division  of  Markets  is  responsible  for  administering  weights 
jid  measures  laws.  The  Crop  Reporting  Service  is  a  part  of  the  Markets  Division 
if  the  California  Department  of  Agriculture.  The  distribution  of  sujrplus  foods 
.s  a  responsibility  of  the  Markets  Division  in  North  Carolina. 

lach  of  these  activities  has  an  indirect,  if  not  a  direct,  purpose  to  help  in 
loving  agricultural  commodities  from  producers  to  end  users. 

liere  are  times  when  some  of  us  grope  in  the  dark  to  find  specific  marketing 
.ctivities  to  improve  acceptance  of  our  products  at  the  market  place  and  cut 
■osts  in  preparing  and  moving  these  products  from  the  farm  to  consi;mer.  Our 


rustration  seems  to  increase  when  we  see  siirpluses  and  falling  prices.   I 
lope  this  frustration  will  not  cause  us  to  disregard  basic  economic  principles 
nd  set  up  temporary  marketing  programs  to  catch  headlines,  rather  than 
trengthen  existing  programs  that  have  been  tried  in  the  fires  of  experience. 

,et   me  hasten  to  add  here  that  we  should  change  the  direction  of  our  marketing 


)rograms  to  discard  obsolete  ideas  and  methods  and  add  innovations,  with  shifts 


.n  consumer  preferences  and  changes  in  production  patterns .  These  changes. 


eiiowever,  should  come  only  after  careful  deliberation  by  experienced  market 
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service  program  policy  makers.  And,  they  should  be  based  on  facts  rather 
than  fantasy  or  rearranged  prejudices. 

Dr.  Lowell  S.  Hardin  of  Purdue, in  a  recent  paper,  said  -  and  I  quote  - 
"Agricultxiral  marketing  is  no  exception  to  the  general  rule  that  increasing 
problems  grow  out  of  Technological  and  Social  changes.  Marketing  people  have 
problems  because: 

1.  The  marketing  system  is  large  and  growing. 

2.  So  much  is  expected  of  the  marketing  system. 

3.  The  marketing  system  is  making  changes  so  fast  that  our  mental  calculators 
are  being  pushed  to  keep  up  with  management  challenges. 

h.     Costs  in  agriculture  are  high  relative  to  prices  received.  Marketing 
people  are  expected  to  see  to  it  that  farm  costs  are  lowered. 

5.  Prices  received  by  farmers  are  low.  Marketing  people  must  make  the 
middleman  more  efficient,   so  he  can  pay  the  farmers  more  for  their  products. 

6.  Supplies  of  farm  products  are  excessive.  Marketing  people  are  supposed  to 
be  merchandising  marvels  and  market  the  surpluses  at  a  good  price  by  opening 
new  markets  at  home  and  abroad." 

We  believe  that  a  well-balanced  marketing  program  should  be  designed  to  move 
toward  three  objectives: 

1.  Maintain  and  Improve  the  quality  of  agricultural  products  -  with  emphasis 
from  harvest  to  end  user. 

2.  Reduce  marketing  costs  --  particularly  in  grading,  packaging,  processing, 
and  transporting. 

3.  Expand  market  outlets  —  with  emphasis  first  on  major  agricultiiral  products 
produced  in  our  State  --  and  second  on  manor  agricultural  products  that  are 
being  produced  or  can  be  produced  and  moved  to  market,  provided,  (a)  we  can 
compete,  and  (b)  there  is  a  desire  on  the  part  of  producers  to  expand  or  begin 
production  of  these  so-called  minor  commodities. 

We  attempt  to  select  only  that  type  of  marketing  activity  or  program  that  can 
be  directed  toward  either  one  or  more  of  the  three  objectives  outlined  above. 

We  emphasize  official  certification  or  grading  programs  because  we  believe  thes 
programs  improve  and  maintain  quality  and  help  to  expand  outlets. 

We  try  to  do  a  good  job  in  administering  the  Handlers  Act,  The  Seed  Potato  Law, 
The  Egg  l>fe,rket  Act  and  the  Cooperative  Act  because  we  believe  these  laws  were 
passed  by  ovar  Legislature  to  improve  the  movement  of  agric\ilt\iral  products  froiB 
farm  to  end  users. 
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We  also  believe  that  ovo:  market  news  programs  are  indispensable  because  pro- 
ducers are  able  to  find  out  in  most  instances  before  moving  products  to  nearby 
markets  what  prices  they  should  receive  for  these  products  at  these  markets. 
We  think  our  Surplus  Food  Distribution  Program  helps  to  move  needed  foods  into 
consumer  channels ,  and  that  oiir  program  in  transportation  helps  to  reduce 
marketing  charges  and  to  find  more  and  better  outlets. 

These  marketing  programs  are  carried  out  either  under  traditional  old-line 
cooperative  agreements  --  with  USDA  --  or  as  straight  State  fimctions. 

Our  matched  fund,  or  AMS  marketing  service  programs,  are  operated  under  five 
project  titles.  Fovcc   of  these  are  in  the  Division  of  Markets.  The  fifth, 
basic  data,  is  in  the  Statistical  or  Crop  Reporting  Division  of  our  Department 
of  Agriculture. 

These  programs  are  designed  primarily  to  help  solve  pressing  marketing  prob- 
lems that  we  have  become  fsimiliar  with  through  our  field  work  in  grading 
agricultural  products,  administering  regulatory  acts,  or  collecting  and 
disseminating  market  news  information.  We  design  these  programs  to  improve 
qviality,  cut  costs  and  expand  market  outlets.  We  change  the  programs,  if  we 
get  desired  results,  or  if  the  results  we  get  are  \insatisfactory. 

These  programs  provide  individ\jal  or  group  assistance  in  preparing  products 
for  market,  improving  quality  and  trade  acceptance,  or  in  cutting  marketing 
costs  by  increasing  efficiency. 

There  is  a  second  type  of  marketing  activity  that  we  stress.  For  lack  of  a 
better  term,  we  refer  to  it  as  promotional  (expanding  market  outlets). 

1.  We  conduct,  or  help  conduct,  surveys  to  determine  needs  for  new  facilities. 
We  obtain  assistance  from  research  ajid  extension  personnel  in  these  activities, 
and  also  from  personnel  in  the  State  Department  of  Conservation  and  Development. 

2.  We  work  closely  with  organized  commodity  groups.  Our  personnel  serve  as 
exofficio  members  on  the  Board  of  Directors  of  some  of  these  groups,  and  some- 
times as  executive  secretaries  if  the  groups  are  too  small  to  have  full-time 
people  for  this  piirpose. 

3.  We  maintain  complimentary  memberships  in  trade  associations  and  serve  in 
advisory  capacities  with  most  of  these  groups. 

h.  We  do  direct  selling  for  new  producer  groups  on  a  temporary  basis  with  the 
idea  of  training  management  in  these  groups  to  do  this  job.  We  assist  private 
selling  organizations,  when  called  on,  for  selling  leads. 

5^  We  prepare  specific  information  covering  supplies,  locations,  etc.,  for 
mass  trade  distribution. 

In  summary:  We  try  to  follow  four  principles  in  determining  the  types  and 
scope  of  marketing  activities  that  we  engage  in. 
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1.  We  try  to  "be  versatile  in  changing  the  type  of  marketing  activities  that  I  ^ 
we  call  demonstrational^  or  promotional,  to  fit  day-to-day  or  season -to- season  ,  P 
production  and  marketing  conditions  in  the  different  commodities  produced  in  |  ^ 
our  State.  I  si 

2.  We  try  to  change  our  technical  marketing  programs  (plant  and  machinery 
layouts)  as  new  research  information  becomes  available  to  improve  quality  and  ''  a 
reduce  costs  In  packaging,  processing,  and  moving  agricultural  commodities  to  r 
market .  1  t 

3.  We  try,  through  conferences  vith  other  agencies,  producers,  and  trade 
groups,  to  make  these  changes  and  to  promote  their  acceptance  as  the  best  way 
to  use  our  available  resoxirces  to  improve  marketing.  We  have  been  fortvinate 
in  most  instances  in  receiving  over-all  cooperation. 

h.     We  believe  that  old-line  marketing  programs  (grading,  regulatory,  market 
news)  improve  product  quality, cut  costs,  and  expand  outlets  and,  therefore, 
should  be  coordinated  with  other  programs  and  strengthened. 

In  closing,  and  with  yoxnr   permission,  I  woxjld  like  to  recommend  that  we 

1.  Devote  as  many  reso\irces  as  possible  to  market  service  activities. 

2.  Define  these  activities. 

3.  Assign  responsibilities  for  programing  these  activities  to  the  division  of 
your  department  best  qualified  to  administer  same. 

h.      Insist  that  where  twilight  zones  exist  between  departments  of  Government 
or  divisions  within  departments  regarding  the  administration  of  marketing 
activity  programs,  that  conferences  between  policy  makers,  and  at  lower  levels, 
be  used  (a)  to  prevent  resource  waste  throiigh  overlapping  and  (b)  to  secure 
coordination  among  personnel. 


TYPES  AND  SCOPE  OF  MARKETING  ACTIVITIES 
IN  WHICH  THE  STATES  SHOULD  ENGAGE 


C.  J.  Carey 
California  Department  of  Agriculture 


In  approaching  the  subject  indicated  in  the  title  of  this  paper,  the  speaker 
is  frankly  influenced  by  the  types  and  scope  of  the  marketing  activities  with 
which  he  is  most  familiar,  and  with  which  he  has  been  continuously  and 
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intimately  associated  for  some  25  years.  Accordingly,  ovir  remarks  are  pre- 
pared with  the  aid  of  guidelines  which  for  us  have  consistently  achieved  what 
we  sincerely  believe  to  "be  an  effective  marketing  program,  soimdly  based  upon 
service  and  enforcement. 

We  cannot  presume,  as  a  matter  of  fact,  to  say  categorically  what  are  the  types 
and  scope  of  marketing  activities  in  which  the  States  should  engage;  we  may 
review  the  types  and  scope  of  marketing  activities  in  our  own  State,  listen 
to  the  remarks  of  others  on  the  subject,  and  hope  that  such  a  discussion  will 
be  profitable  and  stimulating  for  all  concerned. 

The  functions  of  our  State  Department  of  Agr icultxire ,  exclusive  of  interior 
office  adininistration,  have  been  assigned  to  three  divisions,  each  devoted  to 
one  major  field  of  California  agriculture.  These  are  the  Divisions  of  Animal 
Industry,  Plant  Industry,  and  1-fe.rketing. 

The  Division  of  Animal  Industry,  consisting  of  five  Bureaus,  is  concerned  with 
all  matters  touching  livestock,  such  as  the  control  of  livestock  diseases,  meat 
inspection,  sanitation  of  slaughtering  facilities,  poultry  inspection,  hide 
and  brand  regulations,  inspection  and  identification  of  cattle  moved  to  market, 
and  the  sanitation  of  dairies  throughout  the  State. 

The  Division  of  Plant  Industry  consists  of  seven  B\ireaus:  Entomology,  devoted 
to  the  control  of  insect  pests;  Plant  Quarantine,  which  protects  California 
industry  from  pests  which  might  otherwise  enter  our  boundaries;  Plant  Pathology, 
which  studies  plant  diseases  and  methods  of  controlling  them;  the  Bureau  of 
Rodent  and  V7eed  Control  and  Seed  Inspection,  whose  title  explains  its  duties; 
the  Bureau  of  Field  Crops,  which  inspects  the  manufacture  and  sale  of  all 
commercial  food  stuffs   and  the  warehousing  of  agricult\aral  products  under 
bond;  our  new  Biureau  of  Nursery  Service,  which  is  a  self-supporting  function 
with  funds  derived  from  licenses  issued  to  sell  nursery  stock,  and  with  fees 
from  the  registration  and  certification  programs  it  conducts;  finally  the 
BTireau  of  Chemistry,  which  certifies  commercial  fertilizers,  agric\iltural 
minerals,  and  economic  poisons,  and  which  supervises  the  removal  of  spray 
residue  from  fruits  and  vegetables  so  that  the  public  health  will  not  be 
endangered. 

The  Division  of  Marketing  consists  of  eight  bureaus  each  of  which  is  vitally 
concerned  with  a  particular  phase  in  the  marketing  of  about  250  commercial 
crops  grown  and  produced  in  California.   Incidentally,  cash  receipts  from 
California  farm  products  during  1957  amounted  to  about  two  billion,  eight 
himdred  million  dollars.   Thus  it  is  immediately  apparent  that  the  marketing 
of  California  agricultiir^l  commodities  plays  not  only  an  important  but  actually 
an  indispensable  part  in  the  economy  of  the  State. 

Before  describing  the  ftmctions  of  the  several  Bureaus  devoted  to  the  tasks 
assigned  in  the  Division  of  Marketing,  it  might  be  well  to  seek  a  reasonable 
definition  of  the  term  "marketing."  Agricultural  marketing  may  be  said  to  be 
the  complex  operation  of  distribution  and  sale  of  farm  products — it  is  the 
final  phase  of  the  long  cycle  from,  planting  to  consumntion  of  the  finished 
product.  Successfiil  and  orderly  marketing  is  the  actual  frxiition  of  all  other 
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activities:  The  preparation  of  the  soil,  plantings,  irrigation,  fertilizing, 
protecting  from  pests  and  diseases,  and  all  processes  of  growing  the  commodity. 
Marketing  is  the  last  act  in  the  great  agriciiltural  drama  which  recurs  yearly, 
and  upon  it  depends,  in  final  analysis,  the  balanced  welfare  and  diversified 
wealth  of  our  State. 

Our   Legislature  has  consistently  encouraged  and  supported  this  vital  f\inction 
of  marketing  of  agric\iltxiral  commodities  hy  the  enactment  of  advanced 
agricultiiral  laws.   It  has  thrown  about  the  marketing  of  agricult\iral  products 
every  conceivable  protection.   It  is  the  duty  of  the  Division  of  Marketing, 
through  its  eight  Bureaus,  to  administer  and  enforce  these  laws  and  regxilations 
as  they  apply  to  each  of  the  specialized  phases  of  the  marketing  picture. 

The  types  and  scope  of  marketing  activities  in  which  any  State  should  engage 
obviously  should  be  related  to  the  importance  of  agricixLture  in  the  State,  the 
movement,  kinds  and  value  of  the  various  crops  produced  and  marketed,  and  the 
nature  of  marketing  problems.  Generally  speaking,  agricultiiral  producers  in 
any  State  will  endeavor  to  establish  the  kinds  of  marketing  services  which  they 
believe  are  necessary  and  proper  for  the  State  to  undertake.   Certainly  this 
has  been  true  in  the  State  of  California,  where  over  the  years,  farmers,  through 
the  State  Legislature,  and  otherwise,  have  established  the  various  types  of 
marketing  activities  now  supervised  in  our  Division  of  Marketing.  The  scope  and 
extent  of  activities,  the  nvmiber  of  employees,  and  the  annual  expendit\xres  for 
each  of  these  types  of  services  are  geared  to  the  needs  of  the  farm  people  of 
the  State. 

The  eight  Biireaus  in  the  Division  of  Marketing  naturally  fall  into  three  loosely 
divided  categories:  Service,  Control,  and  Enforcement. 

Three  Bureaus  are  known  as  service  agencies:  Shipping  Point  Inspection, 
Ito,rket  News,  and  the  Crop  Reporting  Service.  All  these  activities,  which  will 
be  touched  upon  later,  are  carried  on  under  the  Joint  auspices  of  the  State 
and  Federal  Departments  of  Agriculture. 

Two  Bureaus,  those  of  Markets  and  Milk  Control,  exercise  marketing  controls 
and  price  struct\ires,  and  of  course  assign  a  certain  amount  of  time  to  the 
enforcement  of  their  established  marketing  programs. 

Three  of  the  Bureaus  are  almost  entirely  devoted  to  the  matters  of  law  enforce- 
ment: Weights  and  Measures,  Fruit  and  Vegetable  Standardization,  and  Market 
Enforcement . 

While  all  the  time  allotted  here  might  well  be  exhausted  in  detailing  the 
duties,  f -unctions,  and  activities  of  any  one  of  these  agencies,  an  attempt  will 
be  made  briefly  to  describe  the  activities  of  each.  Through  this  method  of 
approach  we  shall  be  able  to  witness  the  coordination  of  the  several  Bioreaus, 
and  the  several  parts  they  play  in  marketing  as  a  whole. 
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We  shall  first  turn  our  attention  to  the  three  service  Bureaus: 

Federal-State  Market  News  Service.   This  agency  receives  over  State  leased 
wires  daily  price  and  movement  data  on  farm  products  from  shipping  points  in 
this  State^  and  transmits  them  over  U.  S.  Department  of  Agriculture  wires  for 
dissemination  to  market  centers;  it  receives  similar  information  over  U.  S. 
Department  of  Agriculture  wires  from  important  market  centers  regarding  prices 
ajid  arrivals,  and  transmits  it  over  State  leased  wires  to  California  points 
interested.  This  B\areau  has  approximately  lOU  permanent  employees,  and  31 
temporary  employees,  and  operates  on  a  budget  of  $612,^441.46. 

Federal-State  Shipping  Point  Inspection  Service.  This  b-ureau  inspects  and 
certifies  farm  products  in  relation  to  Federal  or  special  grades;  certificates 
issued  are  prima  facie  evidence  of  the  grade  at  the  time  of  inspection.  This 
agency  has  approximately  111  permanent  employees,  and  23^  temporary  employees, 
and  operates  on  a  budget  of  $1, 731 > 976. 

The  Federal-State  Crop  Reporting  Service  forecasts  ciop  and  livestock  pro- 
duction for  California  for  consolidation  into  U.  S.  Crop  Forecasts;  prepares 
summaries  and  reports  of  California  production  and  farm  crop  values.  It 
carries  on  certain  research  work,  based  upon  objective  sampling  techniques,  to 
develop  more  accurate  methods  of  estimating  crops.  This  Bureau  has  approxi- 
mately 39  permanent  employees,  and  45  temporary  employees,  and  operates  on  a 
budget  of  $266,073. 

Our  next  general  classification  with  the  Division  embraces  those  agencies  whose 
major  activities  are  along  the  lines  of  controlling  marketing,  with  the  collat- 
eral function  of  enforcement. 

The  Bureau  of  Markets  administers  The  California  Marketing  Act  and  other 
general  marketing  laws  under  which  the  self-help  marketing  programs  are  oper- 
ated to  control  surpluses,  and  to  carry  on  educational,  research,  and  promotion 
programs,  and  to  control  imfair  practices.  About  30  of  these  programs  are  now 
in  operation.  Considerable  interest  is  being  shown  in  the  principles  of  the 
California  Marketing  Act  in  the  drafting  of  State  and  Federal  legislation. 

At  the  present  time,  there  are  in  effect  under  California  laws  32  programs,  30 
of  which  are  in  effect  under  our  California  Marketing  Act,  and  2  under  special 
lAws.  There  are  also  in  effect  at  this  time  15  Federal  marketing  agreements 
and  orders.  Under  our  California  Marketing  Act,  it  is  estimated  that  in  the 
last  fiscal  year  ending  June  30,  1958,  there  were  something  over  35,000  pro- 
ducers and  nearly  3^200  handlers  participating  in  these  programs.  During  this 
period,  assessments  totaling  over  $8,500,000  were  collected  during  the  1957- 58 
fiscal  year,  and  nearly  $5,000,000  of  this  total  was  used  for  advertising  and 
trade  promotion  activities.   It  would  be  reasonably  safe  to  say  that  the  total 
value  of  the  farm  products  covered  by  the  Federal  and  State  marketing  agree- 
ments and  orders  last  year  wo\ild  reach  at  least  $850,000,000.  Each  year, 
several  new  programs  are  developed  and  placed  into  operation,  so  that  marketing 
orders  and  programs  in  California  have  now  become  a  well  established  and 
accepted  aid  in  our  marketing  efforts. 
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The  Bureau  of  ^^arkets  also  assists  producers  regarding  cooperative  organiza- 
tion and  renders  general  marketing  service.  This  Bureau  has  approximately  ^3 
permanent  employees,  and  opei^tes  on  a  budget  of  $298,212  and  handles  in 
addition  about  $8,500,000  of  advisory  board  monies. 

The  Bureau  of  Milk  Control  establishes  minimum  prices  which  distributors  pay 
to  producers  for  fluid  milk,  and  establishes  the  minimum  wholesale  and  mini- 
mum retail  prices  for  fluid  milk;  it  enforces  unfair  practice  provisions 
relating  to  milk  and  dairy  products.  This  Biireau  has  approximately  100 
permanent  employees,  and  operates  on  a  budget  of  $1,083,664. 

We  may  now  devote  our  attention  to  the  three  remaining  Bureaus,  which  are 
almost  exclusively  law  enforcement  agencies: 

The  B\Areau  of  Fruit  and  Vegetable  Standardization  deals  primarily  with  law 
enforcement.   It  supervises  work  of  County  Agricultural  Commissioners  in 
enforcing  minim\am  standards  for  fruits,  vegetables,  eggs,  honey, and  potiltry 
labeling,  and  also  handles  canning  tomato  inspection  and  seed  potato  certifi- 
cation. This  Bureau  has  approximately  ^7  permanent  employees,  and  6l0 
temporary  employees,  and  operates  on  a  budget  of  $1,129, 31^ • 

The  Bureau  of  Market  Enforcement  enforces  the  Produce  Dealers  and  Processors 
Acts,  under  which  commission  firms,  processors,  and  produce  buyers  are 
required  to  be  licensed  and  under  which  they  must  pay  for  and  give  a  correct 
accounting  for  all  produce  handled.  This  Bureau  has  approximately  37  perma- 
nent employees,  and  operates  on  a  budget  of  $317,655. 

The  Bureau  of  Weights  and  Measures  supervises  work  of  County  Sealers  of 
Weights  and  Measures  in  checking  scales  and  measuring  devices,  gasoline  pumps, 
checking  minim\im  weights  on  packaged  foods  and  other  products,  checking 
gasoline,  motor  oils,  b2:-ake  fluid,  and  antifreeze  compounds.  This  Bureau  has 
approximately  k2   permanent  employees,  and  operates  on  a  budget  of  $353^376. 

In  addition,  three  of  our  Bureaus,  namely,  Federal-State  Crop  Reporting,  Mar- 
kets, and  Fruit  and  Vegetable  Standardization,  carry  on  various  types  of 
research  and  survey  projects,  a  portion  of  which  is  based  upon  Federal-State 
matching  funds. 

The  Office  of  the  Division  of  Marketing — Our  Division  of  Marketing  office, 
with  W.  J.  K\ihrt  as  Chief,  has  the  responsibility  of  supervising  the  work  of 
these  8  separate  bureaus  engaged  in  the  administration  and  enforcement  of  the 
various  types  of  marketing  services  and  legislation.  I  am  gratef\il  to  Bill 
Kvihrt  for  his  assistance  in  preparing  these  remarks. 

Marketing  is  the  largest  division  in  our  Department.   Summarizing  the  statis- 
tics relative  to  the  various  Biireaus,  including  their  field  offices,  there 
are  approximately  525  civil  service  employees.  To  this  must  be  added  nearly 
1,000  temporary  employees,  most  of  whom  are  seasonal  inspectors  of  fruits  and 
vegetables  and  other  agricultural  commodities.  The  budget  for  the  Division 
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and  the  8  bureaus  appropriated  by  the  Legislature  for  the  current  season  totals 
$5,632,528.  To  this  amoxmt  must  be  added  the  Marketing  Act  Trust  Fxmds,  which 
are  not  appropriated  by  the  Legislature,  but  which  are  handled  by  owe   Depart- 
ment, in  the  amount  of  approximately  $8,500,000  per  year. 

On  the  basis  of  experience  in  the  administration  and  enforcement  of  the  various 
laws  involved  in  the  marketing  of  farm  products,  we  have  before  us  certain 
problems  upon  which  we  are  giving  considerable  attention.  One  of  these  arises 
from  the  fact  that  our  minimum  standards  of  quality,  maturity,  and  pack  for 
fruits  and  vegetables  are  established  in  our  Agric\ilt\iral  Code,  and  can  be 
modified  only  by  our   State  Legislature  every  two  years.  Obviously  there  is 
need  for  greater  flexibility  in  making  modifications  in  these  standards,  par- 
ticularly where  the  standards  happen  to  be  relatively  high^  since  the  quality 
of  crops  varies  substantially  from  season  to  season,  and  there  are  times  when 
hardships  may  resxilt  to  producers  from  the  strict  application  of  the  standards. 
We  believe  it  would  be  more  feasible  if  our  Director  were  authorized  in  oiir 
Agrictiltural  Code  to  make  modifications  of  these  standards  by  rule  or  regula- 
tion, and  in  accordance  with  legislative  standards  provided  in  the  Code.  This 
observation  is  particularly  important  with  respect  to  container  standards. 
Container  needs  seem  to  be  changing  so  often  that  there  is  need  for  greater 
flexibility  to  keep  standards  reasonably  current. 

We  have  many  other  problems  which  may  be  mentioned  briefly:  These  woxild  include 
recruiting  and  training  employees;  problems  of  enforcement;  adjusting  laws, 
regulations,  and  procedures  to  rapidly  changing  methods  and  practices  in 
agricultural  marketing.  But  these  latter  problems  are  to  be  expected  in  the 
administration  of  a  Department  as  large  as  ours. 

In  conclusion,  it  may  be  said  that  in  our  Department,  constant  study  is 
addressed  to  the  complex  science  of  intelligent  and  effective  marketing  in  all 
its  phases,  so  that  the  type,  scope,  and  complexion  of  ovir  program  and  of  our 
services  may  best  meet  the  challenges  presented  by  a  vigorous  agricultural 
economy. 


CONCLUSIONS  AND  RECOMMENDATIONS 

On  what  an  effective  marketing  program  should  consist  of 

"Marketing  work  in  many  States  has  grown  like  Topsy." 

This  was  the  only  logical  deduction  that  could  be  made  by  Commissioners, 
Marketing  Chiefs,  and  other  marketing  program  administrators  early  in  the  work 
group  sessions  as  they  considered  the  content  and  structxire  of  an  effective 
marketing  program  for  a  State  department  of  agriculture. 

Early  speakers  developed  the  f\jndamental  thesis  that  any  department  must  first 
consider  the  legislative  acts  and  administrative  directives  for  which  it  is 
responsible  in  marketing.   "However,"  they  stated,  "these  departments  must 
also  recogQize  the  necessity  of  influencing  the  direction  of  marketing 
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programs  to  discard  obsolete  ideas  and  methods  and  add  innovations  in  line 
with  an  expanding,  modern  agricultxire  and  shifting  consumer  preferences, 

"We  acknowledge  that  in  many  States  the  development  and  major  modification  of 
a  department  of  agriculture  and  its  division  of  markets  is  the  \iltimate 
responsibility  of  the  legislatiire.  Infonned  agricultirral  officials,  however, 
can  assist — and  perhaps  influence — legislative  leaders  in  such  matters." 

During  the  discussion  of  the  various  types  of  marketing  activities  in  both 
the  areas  of  regulatoiy  and  service  that  are  now  being  administered  by  a 
department,  it  was  emphasized  that  there  are  at  least  three  major  objectives 
of  any  marketing  progiram  which  should  be  met: 

(1)  Maintain  and  improve  quality, 

(2)  Reduce  marketing  costs, 

(3)  Expand  market  outlets. 

As  a  conclusion  of  its  first  session,  this  group  developed  the  following  list 
of  functions  which  are  not  recognized  as  being  exclusively  marketing  functions 
by  all  assembled,  but  are  now  being  administered  by  one  or  more  State  Depart- 
ment of  Agriculture  Marketing  Division: 


1.  Market  News  12. 

2.  Inspection  and  grading:  13 . 

commodities  1^+. 

field  crops  I5. 

3.  Inspection:  16. 

wholesomeness  I7. 
warehouses 

k.       Marketing  development  and  I8. 

expansion  I9. 

5.  Commodity  sales  promotion 

6.  Statistical  information  20. 

7.  Crop  and  livestock  reporting 

8.  Marketing  orders  and  21. 

commodity  commissions  22. 

9.  Weights  and  meas\ares 

10.  Transportation  service 

11.  Marketing  facilities  and 

engineering 


Dealer  licensing  and  bonding 
Service  to  cooperatives 
Agricultural  fairs 
Commodity  regulatory  services 
Surplus  food  distribution 
Information  and  public 

relations 
Credit  authority 
Standardization  --  establishment 

of  grades 
Buying  and  selling  of 

agricultural  supplies 
Seed  testing 
Poultry  improvement  and 

testing 


72 


ORGANIZATION  CHARTS  OF  MARKETING  WORK 

IN 
REPRESENTATIVE  STATES 


Don  Wi3Jcinson  -  Wisconsin,  Department  of  Agricultxire, Secretary 
National  Association  of  Marketing  Officials 

An  organization  chart  is  normally  designed  to  graphically  illustrate  the  lines 
of  authority  and  supervision  existing  in  an  agency.  Such  charts  can  rvin  the 
gamut  from  masterpieces  of  artistry  to  a  simple  collection  of  connecting  lines 
and  boxes. 

A  rapid  study  of  the  organization  of  State  agricxilture  and  of  marketing 
specifically  will  indicate  that  there  are  almost  as  many  organization  charts 
as  there  are  States.  However,  when  one  begins  to  look  beyond  the  details  of 
whether  a  chart  is  diagramed  vertically  or  horizontally  and  whether  there  are 
interlocking  dotted  lines  of  liaison,  there  then  develops  some  similarity,  at 
least  in  types  of  organization. 

Four   States  Selected 

For  o\jr   presentation,  we  have  selected  the  charts  of  four  States  which  in 
several  ways  represent  different  systems  of  organization.  Since  we  are  more 
concerned  at  this  time  with  the  technique  of  organization  than  we  are  with  the 
characteristics  of  the  States,  I  will  attempt  to  the  best  of  my  ability  not  to 
identify  these  States. 

We  are,  however,  very  much  indebted  to  these  States'  representatives  who  so 
willingly  supplied  their  charts  and  background  information.  We  ask  their 
forgiveness  for  the  liberties  which  have  been  taken  in  making  minor  modifica- 
tions for  the  purpose  of  emphasizing  certain  points.  We  are  also  appreciative 
of  the  work  done  by  USDA  personnel  in  the  development  and  preparation  of  these 
charts  for  ovor   use. 

In  the  case  of  three  of  the  States,  we  nave  two  charts  each.  The  first  is  that 
of  the  organization  of  the  State  department  of  agriculture.  The  second  is  that 
of  the  organization  of  the  division  of  markets  within  the  department.   In  the 
case  of  State  B,  it  was  felt  advisable  to  have  a  third  chart  to  indicate  the 
marketing  work  which  teikes  place  outside  of  the  State  department  of  agriculture. 

Color  Designates  ^fe,rketing  Function 

As  was  indicated  during  the  first  session  of  this  work  group,  there  is  a 
difference  of  opinion  among  States  as  to  what  is  and  what  is  not  a  marketing 
function.  For  our  purpose  at  this  work  group,  we  have  assumed  that  if  there 
are  some  States  that  consider  certain  functions  as  marketing,  then  we  will 
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indicate  through  the  use  of  our  color  system  where  within  the  State  department 
of  agriciiltvire  those  fvmctions  exist  even  though  they  may  not  he  under  the 
division  of  iferkets.  10/ 

On  the  organization  chart  for  the  department  we  have  shown  all  the  divisions 
or  bureaus.  Through  the  use  of  color  we  attempt  to  distinguish  between  those 
divisions  that  have  some  marketing  function  and  those  that  do  not.  The 
divisions  on  the  chart  that  have  no  red  are  not  administering  a  marketing 
function.  The  ones  that  are  solid  red  deal  entirely  with  marketing  service 
and  regulatory  activities.  Those  with  the  red  border  have  functions  other  than 
narketmg  but  also  have  one  or  more  marketing  activity,  in  which  case  we  have 
shown  under  the  name  of  the  division  the  marketing  function  performed  in  the 
division.  — — 

As  we  study  these  charts  may  I  remind  you  that  our  task  in  this  work  group  is 
not  entirely  to  publicly  praise  or  critically  dissect  the  organizational 
structure  of  these  States  but  to  glean  the  best  from  each  for  the  development 
of  what  we  might  consider  to  be  the  proper  organization  chart  for  marketing 
work  in  a  typical  State.  ^ 

State  A,  Chart  I,  Department  Organization 

This  Department  of  Agriculture  is  administered  by  a  Director  appointed  by  the 
Governor.  A  Deputy  Director  appointed  by  the  Director  is  the  only  employee  in 
the  regular  service  of  the  department  who  is  exempt  from  civil  service  (fig.l). 

A  lO-man  State  Board  of  Agriculture  appointed  by  the  Governor  and  representative 
of  all  major  segments  of  agriculture  advises  the  Director  on  policy   An 
Assistant  Director  and  regional  coordinators  assist  in  the  total  administration 
of  the  department's  program. 

This  department  is  relatively  simply  organized  in  four  major  divisions: 
Administration,  Marketing,  Plant  Industry,  and  Animal  Industry. 

Admini  st rat  ion 

The  Division  of  Administration  consists  of  the  areas  of  Accounts  and  Disburse- 
ments, Agricultural  Information,  Personnel,  Library  and  Publications, 
Qualifications,  Photography  and  Illustrative  ^4aterial,  and  Central  Office 
Services. 

As  indicated  only  the  area  of  Agricultural  Information  may  be  considered  a 
possible  marketing  function  under  this  division. 


10/  In  the  reproduction  of  these  organization  charts  presented  in  the 
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Division  of  Marketing 

In  this  division,  and  the  remaining  two  of  this  department,  you  vill  notice 
that  areas  of  responsibility  are  designated  as  bureaus. 

Under  this  division  we  find  the  Bureau  of  Market  News,  the  Bureau  of  Markets, 
the  Bureau  of  Shipping  Point  Inspection,  the  Bureau  of  Market  Enforcement,  the 
Bureau  of  Milk  Control,  the  Bxireau  of  Agricultural  Statistics,  the  Bureau  of 
Weights  and  Measures,  and  the  Bin*eau  of  Fruit  and  Vegetable  Standardization. 

Division  of  Plant  Industry 

In  this  division  we  find  the  Bureau  of  Entomology,  the  Bureau  of  Field  Crops 
which  is  indicated  as  containing  the  possible  marketing  function  of  warehouse 
licensing,  the  B\ireau  of  Rodent  and  Weed  Control  and  Feed  Inspection  which 
administers  the  marketing  function  of  feed  inspection  work,  the  Bureau  of 
Plant  Pathology  which  because  of  the  responsibility  of  certification  of  virus 
free  nursery  stock  is  also  circled  as  containing  a  marketing  function.  The 
Bvireau  of  Chemistry  which  is  responsible  for  the  registration,  labeling,  sale, 
commercial  application  and  use  of  agricviltxiral  chemicals , and  the  Bxireau  of 
Plant  Quarantine  are  also  in  this  Division. 

Division  of  Animal  Industry 

In  this  division  the  two  Bureaus  of  Meat  Inspection  and  Poultry  Inspection  are 
both  indicated  as  containing  the  possible  marketing  fxmction  of  inspection  for 
wholesomeness  of  their  respective  products.  In  addition  there  is  the  Bureau 
of  Livestock  Identification,  the  Bureau  of  Livestock  Disease  Control,  and  the 
Bureau  of  Dairy  Service,  which  is  responsible  for  the  inspection  of  sanitation 
of  milk  and  milk  products. 

It, should  be  pointed  out  that  this  department  is  charged  by  law  with  certain 
duties  and  responsibilities  which  are  performed  \inder  the  department  super- 
vision by  county  agricxiltural  representatives  as  indicated  by  the  broken  line. 

State  A,  Chart  II,  Marketing  Organization 

May  we  now  take  the  Division  of  Marketing  and  diagram  it  horizontally  as  is 
done  in  Chart  II  (fig.  2). 

In  this  State  we  find  that  the  Chief  of  the  Division  of  Marketing  has  the 
responsibility  of  supervising  in  a  general  way  the  work  of  eight  bureaus,  each 
with  a  chief  and  an  assistant  chief. 

Bureau  of  Agric\iltural  Statistics 

The  Bureau  of  Agric\ilt\iral  Statistics,  more  generally  known  as  the  Crop  and 
Livestock  Reporting  Service,  operates  imder  a  cooperative  agreement  between  the 
United  States  Department  of  Agriculture  and  State  A. 
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I  believe  the  work  of  this  bureau  is  \mderstood  by  all  but  it  vould  be  well  to 
point  out  that  in  this  State  it  is  definitely  considered  a  marketing  function. 

Bureau  of  Fruit  and  Vegetable  Standardization 

This  bureau  administers  the  standards  relating  to  quality,  naturity,  pack, 
size,  and  labeling  of  commodities  covered  by  their  agricultural  code',  both 
fresh  and  processed.  In  addition,  the  bureau  conducts  siirveys  to  obtain  the 
facts  for  the  benefit  of  industry  members  as  well  as  administers  the  seed 
potato  certification  program.  Administration  of  the  standards  for  all  poultry 
and  rabbit  meat  is  also  the  responsibility  of  this  bureau. 

Bureau  of  Markets 

The  Bureau  of  Markets'  work  is  divided  into  three  general  categories: 
(l)  General  marketing  service;  (2)  administration  and  enforcement  of  the  several 
marketing  control  laws;  and  (3)  the  handling  of  marketing  siirveys  in  coopera- 
tion with  the  Agricultural  Marketing  Act  of  19^6. 

General  marketing  service,  as  the  name  implies,  includes  assistance  to  groups 
of  farmers  and  handlers  of  farm  produce  in  the  solution  of  their  agriciiltural 
marketing  problems  as  well  as  assistance  to  farm  groups  and  cooperative 
organi2iations . 

The  principal  activities  of  this  bxireau  have  to  do  with  the  administration  and 
enforcement  of  the  agricultioral  marketing  control  laws  and  their  resxilting 
market  orders,  market  agreements,  and  marketing  programs. 

Under  the  cooperative  agreement  with  USDA  for  matched  fund  work,  this  bureau 
conducts  sxirveys  of  the  marketing  and  distribution  problems  of  various 
agriciiltural  industries  for  the  purpose  of  developing  new  and  larger  markets 
and  the  expansion  of  sales  of  products. 

Bureau  of  Market  Enforcement 

Protection  for  producers  of  farm  products  is  ass\ired  through  the  licensing  of 
dealers  and  processors  and  the  administration  of  a  strict  code  of  fair  practice 
by  this  bureau. 

Bioreau  of  Market  News 

Under  a  cooperative  agreement  with  USDA,  this  bureau  operates  the  Federal-State 
Jferket  News  Service  which,  from  administrative  headquarters  as  well  as  several 
field  offices,  collects  and  disseminates  daily  information  on  the  major 
agricultural  products  produced  and  marketed  in  the  State. 

Bioreau  of  Milk  Control 

It  is  the  responsibility  of  this  bureau  to  administer  and  enforce  the  State 
Milk  Control  Act  which  is  designed  to  insure  an  adequate  supply  of  pure 
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wholesome  ralk  at  a  fair  and  reasonable  price.  Principal  activities  fall  in 
the  two  general  classifications  of  minimum  price  fixing  and  enforcement  of  the 
Act  in  the  State ' s  37  milk  marketing  areas . 

Other  dairy  product  marketing  statutes  dealing  with  fair  trade  practices  are 
also  administered  by  this  bureau. 

This  bureau  also  cooperates  in  the  administration  of  the  State  Dairy  Industry 
Advisory  Board  Act.  This  board  is  financed  by  an  industry-approved  levee  on 
the  production  of  butterfat  which  funds  are  used  for  conducting  research, 
advertising,  publicity,  and  education  programs  designed  to  increase  consump- 
tion of  dairy  products  and  to  gather  and  disseminate  scientific  information 
on  milk  and  milk  products. 

Bureau  of  Shipping  Point  Inspection 

Under  a  cooperative  agreement  with  USDA,  the  Federal -State  Shipping  Point 
Inspection  Service  for  fruits  and  vegetables  is  conducted  by  this  bioreau. 
This  is  a  voluntary  self-supporting  financial  program  with  no  regulatory 
powers  or  duties. 

Bvireau  of  Weights  and  Measures 

This  bureau  has  jurisdiction  over  the  statutes  and  code  applicable  to  weights 
and  measures  and  petroleum. 

It  might  be  noted  that  in  the  case  of  State  A,  the  total  department's 
organization  chart  presents  a  fairly  detailed  picture  of  not  only  the  work  of 
each  division  but  of  the  major  responsibilities  of  the  bureaus  within  the 
division. 

State  B,  Chart  I,  Allied  Organizations 

V&y   we  first  explain  that  in  this  State  there  are  several  boards  or  commi  ssions 
responsible  for  marketing  work  that  are  not  \inder  the  State  Department  of 
Agriculture  but  are  responsible  directly  to  the  Governor.  Chart  I  (fig.  3) 
was  developed  to  show  the  relationship  of  these  agencies  with  the  department. 

In  this  State  the  people  elect  among  others  the  Governor,  the  Attorney  General, 
the  Commissioner  of  Agriculture,  and  the  County  Commissioners. 

In  the  areas  which  we  might  consider  as  administering  marketing  functions  but 
not  \jnder  the  direct  administration  of  the  Commissioner  of  Agricultxire,  we 
find  the  following  organizations: 

The  Agricultural  Experiment  Station,  which  in  this  State  cooperates  with  the 
Federal-State  Statistician  in  the  collection  and  dissemination  of  marketing 
information. 
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The   Citrus  Commission,  which  administers  the  marketing  laws  and  regulations 
for  citrus  except  inspection  service  and  conducts  the  advertising,  promotion, 
and  utilization  work. 

The  Plant  Board,  which  regulates  marketing  of  nursery  stock  and  cooperates  in 
the  count  of  citrus  trees. 

The  Livestock  Board,  which  is  responsible  for  the  inspection  of  sla\ighter  houses, 
meats,  and  meat  products  for  wholesomeness. 

The  State  Agricxiltural  Marketing  Board,  which  establishes  and  operates  markets 
and  bonded  warehouses,  instructs  and  demonstrates  improved  methods  of  grading 
and  packing,  and  conducts  marketing  research,   (it  shoiild  be  pointed  out  that 
Board  membership  includes  the  Governor,  the  Commissioner  of  Agriciilture ,  and 
the  State  Marketing  Commissioners.) 

The  Milk  Commission,  which  is  charged  with  the  responsibility  of  administering 
the  State  milk  control  order.  Here  again  the  Commissioner  of  Agricult\ire  is  a 
member . 

The  Egg  Commission,  which  was  organized  for  advertising  and  promotion  purposes 
has  been  authorized  to  participate  in  matched  f\md  work.   (The  Assistant 
Commissioner  of  the  State  Marketing  Bureau  is  one  of  the  eight  commissioners  . ) 

The  Avocado  and  Lime  Commission,  organized  for  advertising  and  promotion  of 
the  commodity. 

In  this  chart  we  have  indicated  that  the  Attorney  General's  Office  is  responsi- 
ble for  some  marketing  functions  because  of  the  administiration  of  the  law 
relative  to  unfair  trade  practices  in  the  marketing  of  meat. 

State  B,  Chart  II,  Department  Organization 

In  Chart  II  (fig.  h-)   ^ich  indicates  the  organization  of  the  Department  of 
Agric\ilture,  you  will  note  that  under  the  direct  administration  of  the 
department  there  are  12  divisions  or  bureaus.  In  addition,  as  indicated  on 
the  previous  chart,  it  is  shown  that  the  Commissioner  of  Agricultvire  is 
responsible  for  the  administration  of  the  State  Farmers  I^rket  and  Livestock 
Marketing  System  and  the  State  Livestock  and  Crop  Pavilions. 

In  the  Inspection  Bureau  under  the  department  administration,  the  possible 
marketing  function  of  feed  inspection,  food  store  inspection  and  the  inspection 
of  food  plants  is  carried  out  along  with  other  responsibilities. 

The  Chemical  Division  provides  laboratory  services  for  fertilizer,  feed,  seed, 
pesticides,  and  food  and  drug. 

The  Citrus  and  Vegetable  Inspection  Division  in  cooperation  with  USDA 
administers  the  Federal-State  Inspection  Service  for  citrus  and  vegetables 
among  otber  duties. 
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The  E&iry  Division  administers  the  inspection  of  marks  and  "brands,  frozen 
desserts,  and  milk  and  cream. 

The  Weights  and  Measiires  Laboratory  is  self-expanatory. 

The  Field  Notes  Division  is  custodian  and  supervisor  of  original  United  States 
Government  Field  Notes  and  Land  Surveys. 

The  State  Marketing  Bureau  will  he  studied  in  more  detail  in  Chart  III  (fig. 5). 

The  Gas  and  Oil  Laboratory  is  responsible  for  quality  determination. 

The  Egg  and  Poultry  Division  is  responsible  for  inspection  of  egg  and  poultry 
products  at  the  wholesale  and  retail  level  through  joint  adjnini  strati  on  of 
part-tire  inspectors  with  the  Inspection  Biireau  and  also  supervises  advertis- 
ing by  sellers. 

The  Bureau  of  Immigration  is  basically  a  publicity  and  public  relations 
division  which  publishes  the  State  agricultural  bulletins. 

The  Auditing  Division  administers  fiscal  matters. 

The  Land  Division  administers  grants,  leases,  titles,  etc.  on  State  lands. 

State  B,  Chart  III,  I^arketing  Organization 


4 

I 

k 

a  In  Chart  III  (fig.  5)  ve  look  in  more  detail  at  the  State  Marketing  Bureau  of 
ijthis  State  Department  of  Agriculture. 

The  administration  of  this  bureau  is  the  responsibility  of  the  State  l^rketing 
Commissioner  who  is  appointed  by  the  Governor  but  who  is  responsible  to  the 
Commissioner  of  Agriculture. 

Two  yiajoT  Areas 


The  two  principal  areas  of  responsibility  of  the  Marketing  Bureau  are  in  market 
news  services  and  in  general  marketing  services. 

The  Assistant  Commissioner  is  directly  responsible  for  the  laarket  news  work  on 
po\altry  and  eggs  which,  like  other  market  news  services  in  this  State,  are 
conducted  in  cooperation  with  USDA.  The  Assistant  Commissioner  is  a  member  of 
the  Egg  Commission,  is  Supervisor  of  Dairy  and  Poultry  Products  Inspection, 
and  is  responsible  for  Promotion  and  Public  Relations  activities. 

Working  directly  under  the  Assistant  Director  are  marketing  specialists  in  the 
fields  of  poultry  and  dairy  products  who  (l)  work  with  producers  in  developing 
market  outlets;  (2)  gather  information  and  record  prices;  (3)  write  articles 
and  editorials;  (k)   promote  the  sale  of  dairy  products. 

Federal-State  Market  News  Services  are  administered  from  the  headquarters  office 
as  well  as  many  branch  offices  for  fruits  and  vegetables  and  livestock. 
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General  marketing  assistance  is  given  by  specialists  in  livestock  and  field 
crops.  In  addition  the  bxireau  assists  in  developing  buyer-seller  contacts  and 
in  the  exchange  of  marketing  information. 

It  should  be  noted  that  in  this  organization  the  liaison  with  USDA  through  the 
Market  News  Cooperative  Agreement  is  indicated  by  the  broken  line. 

State  C,  Chart  I,  Department  Organization 

This  department  is  administered  by  a  Commissioner  of  Agriculture  elected  by 
the  people  (fig.  6).  The  Board  of  Agriculture  is  composed  of  ten  members 
appointed  by  the  Governor  with  the  Commissioner,  ex-officio  chairman.  The 
Board  adopts  regulations  under  powers  conferred  upon  it  by  the  State  Legisla- 
ture and  such  regulations  have  the  weight  of  laws. 

The  Commissioner  and  his  Assistant  administer  the  program  of  l6  divisions. 
The  Divisions  of  Soil  Testing,  Entomology,  Credit  Union,  Research,  Accoxmting, 
State  Fair,  l-iuseim,  and  Weights  and  Measures  apparently  do  not  administer  any 
functions  which  may  be  construed  as  coming  under  marketing. 

Fovor   divisions  appear  to  be  conducting  one  or  more  marketing  functions  each, 
althovigh  the  major  responsibility  is  not  marketing.  First  of  these  is  the 
Inspection  and  Analytical  Division,  which  administers  marketing  enforcement 
activities  in  the  areas  of  regulations  on  misbranding,  labeling,  and  purity 
of  food  products.  Supervision  of  public  livestock  markets  and  meat  and  poultry 
product  inspection  are  marketing  functions  which  are  administered  by  the 
Veterinary  Division.  Enforcement  of  product  standards  is  considered  a  market- 
ing fiinction  by  some  States  and  is,  therefore,  indicated  as  a  marketing  activ- 
ity under  the  Dairy  Division.  The  Publications  Division  is  indicated  as 
containing  the  marketing  fxmction  of  publicity. 

Four  divisions  are  represented  as  having  the  majority  of  their  responsibilities 
classified  as  marketing.  The  Seed  Testing  Division  is  responsible  for  the 
enforcement  of  the  State  Seed  Law  and  for  analysis  of  seed  seimples.  The 
Markets  Division  will  be  disciissed  in  detail  on  Chart  II  (fig.  7).  The 
Statistics  Division  is  the  cooperative  Federal-State  Crop  Reporting  Service 
\rtiich,  as  we  have  already  found  in  the  case  of  State  A,  is  considered  a  defi- 
nite marketing  area.  The  Warehouse  Division  administers  the  marketing  functions 
of  licensing  and  supervision  of  warehouses,  building  loans  to  warehouses,  and 
licensing  cotton  classers  and  weighers. 

As  diagramed  all  l6  divisions  are  responsible  directly  to  the  Commissioner 
or  his  Assistant. 

State  C,  Chart  II,  Marketing  Organization 

The  chart  of  organization  of  the  Division  of  Markets  of  State  C  (fig.  7)  differs 
considerably  from  most  of  the  straight  line  techniques  used  by  other  States. 
There  are  two  reasons  for  this.  First,  this  State  in  one  chart  tells  an 
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extremely  complete  story  of  the  activities  of  the  divisions;  and  secondly, 
this  is  one  of  the  few  States  which  attempts  to  diagram  the  relationship  which 
its  individual  sections  have  with  USDA  branches  or  programs. 

You  will  note  that  the  division  is  divided  into  four  areas:  (l)  grading  and 
regulatory;  (2)  market  service  work;  (3)  food  distribution  suid  market  news; 
(k)   transportation  and  cooperatives. 

Before  we  study  each  section,  may  we  point  out  the  relationship  which  this 
division  maintains  with  USDA  in  three  separate  areas.  The  first  is  the 
cooperative  Federal-State  grading  progr-ams  which  four  of  the  commodity  sections 
administer  in  cooperation  with  the  respective  commodity  branches  in  USDA.  The 
second  is  the  matched  fund  program  in  which  seven  sections  are  participating. 
And  the  third  area  is  that  of  specific  cooperative  agreement  in  which  two 
sections  are  participating.  There  appear  to  be  only  two  areas  of  activities 
in  this  Division  of  Markets  which  have  no  cooperative  relationship  with  USDA. 

Grain  and  Hay  Section 

Under  grading  and  regulatory,  this  section  is  responsible  for  officially 
certifying  all  grain  and  hay  graded  in  this  State  under  cooperative  agreement 
with  USDA.  Under  market  service  work,  in  cooperation  with  the  matched  fund 
program,  this  section  has  the  primary  function  of  increasing  the  efficiency  of 
handling,  storing,  drying,  and  marketing  grain  crops.  To  accomplish  this, 
technical  assistance  in  planning  new  and  remodeling  old  grain  marketing 
facilities  is  being  conducted.  This  section  is  also  responsible  fof  improved 
marketing  of  grain  on  a  grade  and  quantity  basis. 

Livestock  Section 

Under  the  grading  and  regulatory  responsibilities,  this  section  operates  meat 
grading  programs  in  local  packing  plants  and  grades  all  meat  going  to  State 
institutions.  Live  hog  and  cattle  grading  is  done  at  or^nized  sales  using 
State  grades. 

In  the  market  service  work,  revolving  funds  are  used  to  purchase  cattle  and 
sheep  for  stock  and  feeder  purposes,  generally  through  orders  from  county 
agents.  Assistance  is  given  in  planning  organized  sales  and  in  preparing 
information  of  cattle  on  feed  for  in-State  packing  plants. 

Fruits  and  Vegetables  Section 

In  grading  and  regulatory  work  the  inspection  of  fruits,  vegetables,  peanuts, 
and  Christmas  trees  is  conducted  by  a  cooperative  agreement  with  USDA.  The 
State's  Handlers  Act  and  Seed  Potato  Law  are  administered  in  this  section. 

Under  market  service  work,  general  assistance  is  given  major  commodities  in 
all  areas  of  marketing.   This  involves  assistance  in  the  physical  facilities 
of  markets,  their  location,  organization,  and  operation.  It  also  involves 
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improved  grading  and  packing  techniques,  proper  preparation  of  commodities 
for  market,  and  dissemination  of  information  regarding  these  commodities. 

Poultry  and  Eggs  Section 


Certification  of  the  grades  of  all  poultry  and  eggs  moving  in  commercial 
channels  is  conducted  under  the  grading  and  regulatory  vrork  in  cooperation 
with  USDA.  The  Egg  Market  Act  is  administered  by  this  section. 

Technical  assistance  under  the  market  service  work  is  given  to  poultry  and 
turkey  processors  in  planning  new  and  remodeling  existing  processing  plants. 

Transportation  Section 


The  primary  duties  of  this  section  are  to  cooperate  and  assist  all  agencies 
in  and  out  of  the  State  in  improving  the  transportation  system  and  maintain- 
ing reasonable  charges  for  the  transportation  of  commodities  produced  in  our 
agricultioral  system. 

It  shoiild  be  pointed  out  that  this  section  works  closely  with  the  commodity 
sections  and  is  one  of  the  two  that  does  not  have  direct  liaison  with  USDA, 

Cooperative  Section 

It  is  the  responsibility  of  this  section  to  make  or  assist  in  the  making  of 
market  studies  to  determine  the  probable  success  a  group  of  farmers  might  have 
in  establishing  a  new  cooperative.  This  section  is  also  charged  with  the 
responsibility  of  receiving  and  filing  financial  reports  of  all  cooperatives. 
Charters,  bylaws,  marketing  agreements,  stock  certificates,  and  other  business 
papers  are  prepared  for  cooperatives,  mutuals,  and  other  farm  type  corporations 
that  are  operated  for  the  benefit  of  producers. 

It  should  now  be  pointed  out  that  in  the  tobacco,  cotton,  and  dairy  sections, 
there  is  no  grading  or  reg^alatojry  responsibility.  All  work  done  by  these 
sections  is  done  under  the  market  service  matched  fund  program. 

Tobacco  Section 

The  main  function  of  this  section  is  to  improve  the  marketing  of  flue-cured 
and  b\irley  tobacco  and  enable  the  grower  to  get  the  best  possible  price  for 
his  crop.  Group  demonstrations  with  growers  as  well  as  meetings  with  ware- 
housemen and  dealers  are  conducted  to  accomplish  this  result.  A  monthly 
tobacco  warehouse  sales  report  is  also  issued  by  this  section. 

Cotton  and  Engineering  Section 

The  objective  of  this  section  is  to  sustain  and  expand  the  market  for  cotton 
by:  (l)  improving  the  grade  value  of  lint  and  seed  through  technical  or  engi- 
neering assistance  to  cotton  gins;  (2)  maintaining  and  operating  a  fibre 
testing  laboratory  to  determine  fibre  properties  and  to  release  test  data; 
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(3)  promoting  the  development  and  practice  of  more  equitable  business 
customs  and  usages  among  the  several  raw  cotton  interests. 

In  addition  to  the  work  by  section  engineers  on  cotton  gins  and  com  mills, 
the  engineers  are  also  available  for  technical  and  engineering  assistance  to 
other  sections  of  the  division  and  to  other  areas  of  the  department.  The  staff 
engineers  specialize  in,  but  are  not  confined  to,  movement  and  storage  of 
material,  plant  design,  and  the  application  of  pre-marketing  processing  and 
packaging  of  farm  commodities. 

Dairy  Section 

This  section's  primary  p\arpose  is  to  increase  markets  for  dairy  products  throiigh 
direct  work  with  consumers,  and  assistance  to  the  dairy  industry  in  its 
promotional  activities.  Special  attention  is  given  schools  as  well  as  to  key 
people  in  the  dairy  industry  and  in  the  educational  field. 

Food  Distribution  Section 

Under  a  cooperative  agreement  with  USDA,  this  section  administers  the  commodity 
distribution  program  for  the  State.   It  is  responsible  for  planning,  developing, 
and  supervising  the  program  for  acquis it ion ^warehousing,  transporting,  dis- 
tributing, and  utilization  of  foods.  The  food  is  purchased  by  USDA  imder  the 
National  School  Lunch  Act  and  the  Price  Support  and  Surplus  Removal  Program 
and  is  donated  to  the  State  for  use  in  eligible  schools,  in.  tutions,  and 
families. 

Market  News  Section 

Under  this  Federal-State  Market  News  Service,  daily  marketing  information  is 
released  on  the  major  commodities  of  interest  to  the  State.  In  addition  to 
the  headqijarters  office,  there  are  three  full-time  field  offices  and  one  part- 
time  field  office. 

It  was  pointed  out  by  this  State's  representative  that  while  they  have  indi- 
cated the  direct  liaison  contact  with  USDA,  they  also  have  excellent  contact 
with  their  State  College  and  with  their  State  Department  of  Conservation  and 
Development  in  allied  work. 

State  D,  Chart  I,  Department  Organization 

In  this  State  a  seven-man  Board  of  Agricultirre  appointed  by  the  Governor  meets 
monthly  to  advise  the  Director  and  staff  on  policy.  Board  appointments  are 
staggered  and  are  for  a  six- year  term. 

The  Director  is  appointed  by  the  State  Board  of  Agricult\ire  for  an  indefinite 
term.  The  Director  appoints  the  Chiefs  of  each  of  the  eight  divisions.  All 
other  employees  are  under  civil  service. 
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The  eight  divisions  are  Administration,  Markets,  Dairy  and  Food,  Animal  Health, 
Plant  Industry,  Economic  Practices,  Agricultural  Statistics,  and  Fairs  (fig. 8). 

Of  these  divisions,  only  the  Division  of  Animal  Health  and  the  Division  of 
Fairs  are  indicated  as  having  no  marketing  functions.  The  publicity  service 
may  be  considered  a  marketing  fixnction  under  the  Administrative  Division. 

The  Division  of  Markets  vill  be  discussed  in  detail  in  Chart  II  (fig.  9). 

The  marketing  functions  of  qijality  milk  inspection  and  the  grading  of  cheese 
and  butter  are  conducted  by  the  Efe,iry  and  Food  Division.  Seed  inspection  and 
testing  are  the  possible  marketing  functions  conducted  -under  the  Plant  Industry 
Division. 

The  Economic  Practices  Division  has  the  responsibility  of  administering  the 
laws  and  regulations  relating  to  business  practices  in  agric;ilture  and  industry. 
Among  these  is  the  determination  of  financial  responsibility  of  dairy  plants, 
food  processors,  and  public  storage  vrarehousemen,  prior  to  the  approval  of 
annual  license.  Weights  and  measures  work  is  handled  by  this  division. 

The  Agricultural  Statistics  Division  administers  the  Federal-State  Crop  and 
Livestock  Reporting  Service.  While  it  is  considered  a  separate  division  in 
the  case  of  State  D,  it  is  indicated  on  the  chart  as  being  completely  a 
marketing  fimction. 

This  department  appears  to  have  straight  lines  of  authority  from  each  division 
to  the  Director  with  the  department -wide  services  of  the  central  office 
indicated  as  being  available  to  all  divisions. 

State  D,  Chart  II,  Marketing  Organization 

Except  for  division-wide  administrative  matters,  this  division  is  organized 
in  the  two  areas  of  commodity  sections  and  service  sections.  One  of  the 
different  things  indicated  by  this  chart  is  the  relationship  which  the  three 
service  sections  maintain  with  each  of  the  four  commodity  sections  as  indi- 
cated by  the  broken  line  (fig.  9) • 

Administration  Section 

Similar  to  the  department  organization  chart,  this  division  has  organized  its 
administrative  division-wide  responsibility  of  office  management,  personnel 
and  financial  records,  and  clerical  in  one  section  and  is  charted  off  to  one 
side  to  indicate  its  responsibility  to  all  sections  of  the  division. 

The  four  commodity  sections  are  Dairy,  Fruit  and  Vegetables,  Livestock,  and 
Poultry  and  Eggs. 

Dairy  Section 

The  primary  responsibility  of  the  dairy  section  is  to  provide  general  marketing 
assistance  to  all  segments  of  the  dairy  industry.  This  includes  sales  contact 
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work,  product  packaging,  and  grade  labeling  development  among  other  things. 
In  addition,  this  section  maintains  liaison  with  the  Federal  Market  Orders  in 
opeiution  in  this  State. 

Fruit  and  Vegetables  Section 

If  diagramed  in  more  detail,  this  section  would  indicate  the  two  areas  of 
regulatory  and  service.  The  regulatory  responsibilities  include  the  enforce- 
ment of  the  State's  misbranding  statutes  as  it  relates  to  fresh  fruits  and 
vegetables. 

As  its  service  responsibility,  this  section  administers  the  State-Federal 
Fruit  and  Vegetable  Inspection  Service,  assists  in  the  development  and 
administration  of  any  authorized  market  orders  for  fresh  fruits  and  vegetables, 
and  provides  general  assistance  in  gilding  and  packaging. 

Livestock  Section 

This  section  maintains  its  direct  contact  with  the  State's  meat  animal  indus- 
try because  of  the  section  head's  responsibility  as  executive  secretary  for 
the  industry  association.  This  section  is  also  responsible  for  the  administra- 
tion and  supervision  of  many  of  the  livestock  shows  and  sales  including  four 
junior  livestock  expositions  and  market  type  shows  for  both  beef  and  hogs. 

General  marketing  service  is  provided  in  such  areas  as  the  establishment  of 
country  buying  statioiB  and  auction  yards  as  well  as  organizational  assistance 
to  breed  associations. 

Poultry  and  Egg  Section 

Under  regulatory  responsibilities  this  section  administers  the  State  Egg  Law. 

Under  its  service  program  the  section  administers  the  National  Improvement 
Plan  for  both  poultry  and  turkeys  as  well  as  one  of  the  12  Random  Sampling 
Test  Programs  for  poultry  now  in  operation  in  the  United  States. 

The  three  special  service  sections  include  Transportation  and  Cooperative 
Assistance,  Farm  Products  Promotion,  and  Market  News. 

Transportation  and  Cooperative  Assistance  Section 

This  section  combines  service  in  the  areas  of  transportation  and  cooperative 
assistance  to  the  commodity  sections  and  other  segments  of  agriculture. 
Activities  to  date  in  transportation  assistance  have  been  restricted  to  foreigni 
shipments,  conferences  on  improved  shipping  methods,  and  the  assembling  of 
rates  and  other  important  information.  Liaison  service  between  producer  groups 
and  transportation  companies  is  a  primary  responsibility  of  this  service. 

In  assistance  to  cooperatives,  special  organizational  and  operating  counsel  is 
provided  farm  groups  whenever  requested.  A  staff  of  accountants  provide  a  cost 
accounting  service  to  cooperatives. 
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Farm  Products  Promotion  Section 


This  section  has  the  responsibility  of  coordinating  all  of  the  product  promo- 
tion activities  for  the  department  and  of  administering  these  promotions  in 
cooperation  with  the  conmiodity  marketing  specialist  whose  products  are  being 
promoted.  Constant  liaison  is  maintained  by  this  section  with  all  major  whole- 
sale and  retail  food  organizations  in  the  State  and  with  the  major  retail 
chains  nationally  because  of  special  product  promotions.   In  addition  to  the 
promotion  specialists,  this  section  also  contains  public  relations  and 
nutritional  personnel. 

Market  News  Section 

In  cooperation  with  USDA;,  the  Federal-State  Dairy  and  Poultry  ^fe,rket  News 
Service  is  conducted  by  this  section.  State  market  news  services  are  adminis- 
;  tered  for  certain  fruits  and  vegetables  and  for  tobacco,  seasonally. 

SUMMARY 

In  way  of  review,  may  we  point  out  the  foxir  basic  differences  existing  in  the 
■  organization  charts  of  these  four  States. 


1.  The  department  chart  of  State  A  was  unique  in  that  it  was  able  to  indicate 
in  considerable  detail  the  activities  within  its  four  divisions  and 

yet  maintain  a  simple  chain  of  authority.   It  was  also  unique  in  that 
most  of  its  marketing  functions  were  well  concentrated  in  the  one 
division. 

2.  State  B  is  unique  in  that  its  many  marketing  functions  are  more 
decentralized  than  in  the  other  three  States  which  we  have  studied 
and  therefore  are  more  difficult  to  chart. 

3.  State  C  is  unique  in  that  its  Division  of  r-iarkets  chart  indicates 
the  cooperative  prograjns  in  which  its  individual  sections  participate 
with  USDA.  We  recognized  that  the  other  States  which  we  have  studied 
are  also  cooperating  with  USDA  but  do  not  attempt  to  show  this 
relationship  on  their  charts. 

k.      State  D's  Division  of  Markets  chart  is  unique  in  its  definite 
division  between  commodity  sections  and  special  service  sections 
and  yet  graphically  indicates  how  any  ens  of  the  three  service 
sections  does  work  with  commodity  specialists  in  providing 
marketing  assistance. 
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HOW  DIVISIONS  OF  MARKETS  CAN  BE  ORGAUIZED 
TO  FUNCTION  MORE  EFFECTIVELY      " 

Spencer  G.  Duncan 
New  York  Department  of  Agricultiire  and  Markets  , 

First  of  all,  may  I  say  that  I  do  not  feel  that  I  am  at  all  qualified  to 
discuss  the  suhject  assigned  to  me,  but  I  will  try  my  best  to  bring  out  some 
of  the  opinions  that  I  have  formed  while  associated  with  our  Division  of 
Markets. 

Some  of  the  observations  that  I  will  present  undoubtedly  will  be  somewhat 
biased  and  may  not  be  applicable  to  all  marketing  bureaus  or  divisions. 

Having  been  associated  with  marketing  work  in  New  York  State  for  more  than  35 
years,  I  have  had  the  privilege  of  seeing  many  changes  and  developments  and 
feel  that  there  are  still  some  other  changes  that  could  be  made  which  would 
improve  the  work  of  the  entire  marketing  division. 

In  our  Department,  statistics  are  handled  in  a  Statistical  Bureau  separate 
from  the  Division  of  Markets.  Also,  Weights  and  Measures  occupy  a  separate 
bureau  in  the  departmental  set-up.  The  work  of  both  of  these  b;ireaus  is  so 
much  a  part  of  marketing  work  that  I  believe  they  should  ue  a  part  of  the 
Division  of  Markets.  Hardly  a  week  passes  without  our   being  called  upon  to 
check  weights  on  shipments  of  consioiaer  packages.  V/e  also  receive  many  phone 
calls  relating  to  short  weights,  improperly  adjusted  scales,  etc. 

Since  the  regulatory  personnel  attached  to  the  division  are  constantly  check- 
ing on  retail  outlets,  it  would  not  be  difficult  for  them  to  check  the  weigh- 
ing equipment  when  visiting  these  retail  outlets. 

It  has  been  very  enlightening  to  view  the  charts  presented  by  Don  Wilkinson 
(figs.  1-9)  and  I  think  it  proves  conclusively  one  point;  that  is,  whe;i 
marketing  work  is  scattered  throughout  many  agencies  in  the  State,  as  in  State 
"B"  of  the  charts,  or  even  scattered  am.ong  several  agencies  within  a  State 
Department  of  Agriculture,  it  is  difficult,  if  not  impossible,  to  obtain 
coordination  of  activities  and  to  get  the  prograiri  well  planned  and  executed. 

I  believe  that  one  of  the  major  objectives  should  be  to  bring  all  marketing 
work  together  under  the  direction  of  one  person.  This  person  should  have  a 
good  backgroxmd  in  marketing  and  should  not  be  subject  to  political  changes. 
If  conditions  peculiar  to  a  certain  State  make  a  political  appointment  necessary 
then,  perhaps,  an  assistant  commissioner  might  be  appointed  with  the  work  of 
the  division  of  markets  under  his  general  direction.   I  believe,  also  that  the 
head  of  the  markets  division  shoiold  be  a  permanent  em.ployee  so  that  he  can 
develop  good  contacts  with  industry  groups  euad  have  ample  time  to  develop  a 
good  program  based  on  complete  iznderstanding  of  marketing  problems. 

Personnel  under  the  director  shoxild  be  chosen  on  the  basis  of  merit  and  should 
not  be  subject  to  change  with  changes  in  politics.   In  a  like  manner,  responsi- 
bility for  the  different  phases  of  the  program  should  be  definitely  assigned. 
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There  is  little  use  in  trying  to  carry  out  a  well-balanced  marketing  program 
with  new  and  inefficient  help  brought  in  with  each  political  change.   It 
requires  several  years  of  intensive  training  to  develop  a  good  marketing  man, 
and  political  changes  and  changes  whenever  politics  change  could  not  only  be 
very  uneconomical,  but  might  prove  disastrous  to  the  marketing  program. 

By  the  same  token,  an  employee  might  have  a  program  well  imder  way,  functioning 
properly,  and  headed  in  the  right  direction,  when,  should  it  be  necessary  to 
replace  him  for  political  reasons,  the  whole  program  could  disintegrate  and 
fail.   In  thinking  of  a  well-or^nized  division  of  markets,  one  of  the  ques- 
tions always  presenting  itself  is  whether  the  division  sho\ild  be  or^nized  on 
a  commodity  or  a  fvinctional  basis.   It  has  been  my  experience  that  probably  it 
would  be  impossible  to  have  either  one  completely;  therefore,  a  mixture  wo\ild 
probably  work  out  to  the  best  advantage.  There  are  some  things  that  work  out 
well  on  a  functional  basis.  A  few  that  I  can  think  of  are: 

1.  Agric\iltiiral  statistics 

2.  Work  on  facilities  and  handling  equipment  where  special 
skills  are  more  important  thaji  commodity  knowledge. 


3.  Transpoiiiation  and  warehousing  activities 
k.     Promotional  programs  to  expand  outlets. 
5.  V/ork  on  retailing. 


And,  again  speaking  of  agricultural  statistics,  we  have  heard  on  many 
occasions  the  comments  to  the  effect  that  it  is  very  difficxilt  to  find  markets 
for  apples,  grapes,  cherries,  potatoes,  or  any  other  commodity  if  you  do  not 
know  the  exact  volume  available  for  marketing.  I  think  we  need  to  know  where 
tne  orchards,  etc.,  are  located  and  have  some  idea  of  their  production. 
Certainly,  work  on  facilities  and  handling  equipment  belongs  in  the  functional 
category  since  all  sorts  of  commodities,  packages,  and  marketing  techniques 
enter  this  picture. 

Likewise,  all  of  the  other  items  mentioned  do  not  lend  themselves  to  commodity 
approach . 

Some  of  the  other  activities  of  the  division  of  markets  can  be  organized  on  a 
commodity  approach  such  as  work  to  improve  quality,  inspection  and  grading, 
and  other  activities  where  knowledge  of  the  commodity  is  paramount.  We  have 
learned  that  we  can  do  a  great  deal  with  an  individual  commodity  if  we  know 
the  marketing  problems  and  are  able  to  employ  personnel  in  the  division  who 
can  act  as  key  men  in  developing  the  marketing  work  around  that  particular 
product.  Probably  this  sho\ild  be  a  group  of  commodities  such  as  fruits  and 
vegetables  and  the  key  man  would  be  the  focal  point  in  work  with  farm  and 
marketing  groups.   I  believe  many  divisions  fail  in  their  attempt  to  do  a  good 
marketing  job  because  the  or^jiization  has  not  been  properly  set  up,  nor  prop- 
erly staffed.  When  the  proper  organization  has  been  set  up  and  is  properly 
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staffed,  then  the  responsibility  and  authority  shoxild  be  clearly  assigned. 
Otherwise,  you  will  find  personnel  going  in  all  directions  and  duplicating 
one  another's  efforts. 

If  an  efficient  operation  is  expected,  then  there  should  be  at  least  an  annual 
work  plan  for  each  \init.  There  shoiild  be  periodic  reports  on  what  has  been 
done,  what  good  it  did,  and  whether  or  not  it  should  be  carried  on  to  further 
development.   It  seems  to  me  that  we  should  always  be  looking  ahead. 

I  feel  that  one  of  the  greatest  helps  that  a  marketing  division  man  can  have 
is  an  advisory  committee  chosen  from  the  various  commodity  and  marketing  groups. 
There  should  be  some  provision  made  for  at  least  paying  the  expenses  of  these 
committees  when  they  are  engaged  in  an  official  capacity.  Many  good,  so\ind- 
thinking  individuals  might  find  it  impossible  to  accept  an  appointment  on  an 
advisory  committee  if  it  were  necessary  for  them  to  pay  their  own  expenses  to 
and  from  meetings. 

One  thing  that  we  have  found  very  helpful  in  the  conduct  of  our  work  has  been 
periodic  meeting  of  research, service,  and  extension  people  to  work  over  and 
agree  on  problems  most  in  need  of  attention  and  to  determine  what  part  each 
agency  should  be  responsible  for.  This,  again,  is  similar  to  making  sure  that 
the  work  within  the  division  is  well  organized  so  that  duplication  of  efforts 
is  held  to  a  minimum. 

We  have  found  that  there  is  nothing  so  important  to  success  as  positive  steps 
taken  to  train  employees  on  their  job.  While  we  have  held  many  training  classes, 
we  still  feel  that  there  is  room  for  improvement  and  I  certainly  want  to  stress 
the  importance  of  keeping  division  personnel  well- informed  and  working  like 
clockwork. 

As  I  was  preparing  this  talk, we  were  holding  a  2-day  school  for  our  regulatory 
inspectors.  We  confined  our   discxission  to  apples  and  will  later  hold  a 
2-day  school  for  eggs  and  a  2-day  school  for  potatoes. 

On  November  11,  we  held  a  1-day  meeting  of  our  Market  News  reporters.  Plans 
are  under  way  for  periodic  meetings  of  farm  products  inspectors  and  men  in  oior 
other  sections  dealing  with  promotion  and  other  matters. 

There  should  be  a  definite  increase  in  the  number  of  employees  attending  short 
courses  and  marketing  work  shops.  There  is  no  other  way  that  one  can  obtain 
the  information  and  knowledge  gleaned  from  joint  meetings  where  all  States  are 
represented  and  where  problems  and  new  information  are  exchanged.  I  believe 
also  that  there  would  be  a  great  deal  of  value  in  State  marketing  work  shops 
similar  to  the  Federal  work  shop,  but  confined  to  the  marketing  personnel  with- 
in the  State.   Such  institutions  need  not  be  confined  to  division  employees 
but  could  make  good  use  of  outside  talent.   I  do  not  feel  that  too  much  emphasis 
can  be  placed  on  these  all-important  training  programs. 

Finally,  when  the  divisions  of  markets  are  fvinctioning  properly,  steps  should 
be  taken  to  make  sure  that  the  proper  people  and  groups  in  the  State  know  what 
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is  being  done,  why,  and  what  good  it  has  done.   Such  publicity  will  facilitate 
improvements  in  marketing  and  improve  public  relations.   There  can  be  no 
substitute  for  a  good  marketing  program  in  any  State  in  our  Union. 


CONCLUSIONS  AND  RECOMMETIDATIONS 

On  how  to  organize  marketing  work  in 
State  Departments  of  Agriculture 

During  the  second  session,  attention  was  directed  to  the  actual  organization  of 
the  markets  division.  The  organization  charts  of  foiir  linidentified  States  were 
studied  in  detail  in  an  effort  to  represent  four  different  systems  of  organi- 
zation (figs.  1-9) • 

Two  of  the  States  graphically  portrayed  the  opposite  viewpoints  in  the  matter 
of  centralized  versiis  decentralized  marketing  functions.  Another  illustrated 
the  relationship  of  regulatory  and  service  work  in  one  section  and  also  the 
method  of  diagramming  liaison  with  several  USDA  programs.   The  fo\irth  State 
showed  the  compromise  use  of  commodity  versus  fxmctional  sections  and  the 
liaison  between  these  areas. 

It  was  pointed  out  to  the  group  that  the  consolidation  of  marketing  fixnctions 
within  the  United  States  Department  of  Agricultiire  in  19^6  was  the  result  of 
joint  effort  by  a  committee  of  State  commissioners,  secretaries,  and  directors 
working  in  cooperation  with  Congress  and  USDA  officials.   "Similar  consolidation 
has  yet  to  be  accomplished  in  many  of  ovlt   individual  States,"  stated  one 
representative . 

Emphasis  was  placed  on  the  importance  of  having  a  well-trained,  experienced 
head  of  a  marketing  division,  one  who  has  an  understanding  of  the  total  field 
of  agric\iltural  marketing  and  who  is  free  of  political  changes  so  that  the 
continxiity  of  a  well-balanced  program  may  be  ass\ired. 

By  parliamentary  procedure,  the  group  developed  a  list  of  eleven  areas  of 
marketing  from  the  previous  day's  total  list  that  a  department  of  agriculture 
shoiild  consider  having  under  one  well-balanced  division  of  markets.  These 
functions  are: 

1.  Market  News  6.   Marketing  orders  and  commodity 

commissions 

2.  Inspection  and  grading: 

of  commodities  7*   Transportation  service 

of  field  crops 


3.   Marketing  development  and  expansion 
h.       Commodity  sales  promotion 


8.  Marketing  facilities  and  engineering 

9.  Service  to  cooperatives 

10.  Commodity  regulatory  services 


5.   Statistical  information  H-  Standardization — establishment  of 

grades 
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To  consolidate  these  functions  into  a  marketing  division  organization  chart,  the 
group  by  vote  requested  the  presiding  chairman  to  appoint  a  committee  of  commiSi 
sioners  and  marketing  chiefs  for  the  p\irpose  of  developing  possibly  three  alter- 
native plans:  (l)  Commodity  basis,  (2)  Functional  basis,  (3)  Compromise  system. 
The  following  charts  were  developed  by  this  committee  subsequent  to  the  workshop, 
Chart  1  (fig.  lO)  shows  a  division  organized  on  a  commodity  basis,  chart  2 
(fig.  11)  a  division  set  up  on  a  functional  basis,  and  chart  3  (fig.  12)  partly 
commodity  and  partly  functional.  Since  these  charts  were  developed  by  the  ' 
committee  after  the  workshop  closed,  they  represent  the  views  of  the  committee  01 

PROBLEMS  ENCOUIWERED  BY  THE  STATES  IN 
OPERATING  A  MATCHING  FUND  PROGRAM 

Ben  J.  Butler 
Kentucky  Department  of  Agriculture 

The  subject  assigned  for  this  period  is  one  that  encompasses  a  wide  and  importan 
field.  It  is  made  diffictilt  by  the  very  fact  that  "what  is  one  man's  drink  is 
another  man's  poison" —  reduced  to  terms  applicable  to  oiir  immediate  sitijation 
we  may  state  this  old  adage  another  way,  "what  is  one  department's  delight  is 
smother  department's  problem." 

Many  problems  remain  a  perpetual  source  of  irritation  and  never  seem  to  get  a 
solution  because  those  concerned  with  them  never  look  the  issue  straight  in  the 
eye  and  are  often  reluctant  to  go  into  serious  consultation  with  those  that  are 
concerned  with  the  same  problem.  I  think  herein  lies  the  great  merit  of  any  sucl 
meeting  as  this  where  the  agenda  has  been  planned  to  encoi-Lcage  frank  and  open 
discussions  of  those  things  which  need  improvement  or  implementation  to  enhance 
a  program  or  project.  All  too  often  we  find  meetings  of  seemingly  great  import- 
ance whose  main  topic  of  discussion  is  the  greatness  of  their  or^nization  and 
the  people  who  direct  it.  The  "mut\aal  adailration  society"  may  be  fine  but  I 
dare  say  it  has  never  solved  one  problem  to  this  date.  j" 
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Shortly  after  taking  my  present  office  some  three  years  ago,  I  called  a  staff 
meeting  of  all  the  key  personnel  of  the  Department.  This  session  was  designed 
to  outline  the  policies  under  which  we  would  proceed.  There  were  the  usual  re- 
marks about  character,  attention  to  duty,  procedures,  and  the  like.  Then  final! 
came  the  one  which  I  co\ild  see  produced  some  shock  and  concern.  They  were  told 
that  their  boss  had  not  come  to  his  position  to  seek  praise  or  glory  but  rather 
to  do  a  job.  Those  who  would  get  promotions  wovild  not  be  the  ones  who  eternally 
stood  at  the  door  to  bow  down  and  tell  him  what  great  work  he  was  doing  but  rathei 
the  ones  who  had  the  vision  and  courage  to  tell  him  when  he  was  making  a  mistake 
and  how  this  might  be  corrected.  Once  you  have  opened  this  door  and  all  concern 
ed  know  it  is  secured  in  an  open  position,  you  will  be  amazed  at  the  number  of 
adjustments  that  will  be  made  in  your  otherwise  sterotyped  procedures. 

It  is  to  be  remembered  that  both  the  final  list  of  marketing  activities  and  the 
resulting  organization  charts  are  for  guidance  purposes  only  and  do  not  necessar- 
ily represent  the  \jnanimous  thinking  of  all  assembled  in  the  work  group  or  any 
agencies  or  associations  which  they  may  represent.  Every  State  has  its  own 
\mique  problems  and  these  findings  must,  therefore,  be  applied  with  discretion 
by  the  administrators  responsible  in  that  State. 
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I'm  sixre  that  we  have  felt  throughout  this  workshop  that  the  door  was  opened 
for  constructive  criticisms  and  practical  suggestions.   This  is,  indeed, 
healthy  and  those  who  had  the  foresight  to  plan  such  a  program  are  to  be 
comiriended  for  it.  The  real  purpose  of  the  workshop  is  to  improve  our  programs. 

At  the  same  time  there  is  another  door  that  is  automatically  opened  with  this 
one.   It  is  the  one  of  responsibility.  Once  having  made  the  determination 
that  there  are  better  ways  of  doing  a  thing,  we  then  have  a  responsibility 
for  moving  in  that  direction  with  all  the  energy  and  resources  at  our  command. 
To  tolerate  a  weakness  or  shortcoming  is  Just  a  little  removed  from  creating 
it. 

In  preparing  this  paper  we  have  drawn  on  the  resources  of  some  12  other  States. 
Recognizing  that  we  did  not  have  all  the  problems  in  Kentucky,  although 
sometimes  it  seems  we  do,  I  had  my  Director  of  l^rkets  contact  his  counterpart 
in  these  other  States  and  get  from  them  their  ideas.   They  all  responded 
promptly  and  have  supplied  many  valuable  suggestions.   I  might  add  that  we 
feel  this  was  a  fair  statistical  sample  because  of  their  geographic  locations, 
their  type  of  programs,  their  variation  in  size  of  programs,  and  the  differ- 
ences in  time  which  they  had  participated. 

It  was  interesting  to  note  the  great  similarity  of  many  problems.  These  we 
think  are  the  ones  which  tr\ily  must  be  the  problems  and  the  ones  which  may 
well  have  a  solution  if  our  best  efforts  are  directed  toward  them. 

In  reading  these  various  comments,  I  was  made  aware  of  another  startling  but 
very  true  fact--we  often  have  a  tendency  to  create  some  of  our  own  problems  I 
This  is  a  thing  that  causes  me  continuing  concern  in  all  my  endeavors.  There 
is  often  that  natural  tendency  to  fight  the  problem  rather  than  solve  it- -to 
find  out  why  we  can't  do  a  thing  rather  than  to  determine  a  way  of  doing  it. 

Speaking  of  creating  some  of  our  own  problems  reminds  me  of  the  story  of  the 
factory  worker  who  sat  down  and  began  to  eat  his  lunch.  Shortly,  in  disgust, 
he  lamented,  "Cheese  sandwiches,  cheese  sandwiches,  always  cheese  sandwiches!" 
To  which  one  of  his  buddies  offered  this  solution,  "If  you  don't  like  cheese 
sandwiches,  why  don't  you  have  your  wife  fix  you  something  else?" 

To  this  the  disgruntled  man  replied,  "Wife I  Whose  got  a  wife?  I  fix  these 
dam  things  myself  I" 

In  dealing  with  a  subject  such  as  the  one  assigned  we  must  look  not  only  to 
the  problems  but  also  to  the  possible  solutions.  Naturally  the  .problem  must 
first  be  identified  before  its  solution  is  forthcoming.   I  fear  you  will  detect 
very  promptly  that  I  have  far  more  problems  than  answers.  And  this  is  quite 
natural.  The  best  answers  will  come  from. the  constructive  thinking  of  many. 
The  discussions  which  follow  these  talks  may  well  provide  some  good  solutions. 
And  I  would  judge  that  in  these  sessions  there  will  be  disagreement,  but  to 
disagree  without  being  disagreeable  is  important  to  good  wholesome  and 
productive  thinking. 
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I  think  also  that  it  is  imperative  that  we  view  each  problem  in  total 
perspective,  realizing  that  each  of  us  reacts  differently  to  a  given  situation 
because  of  our  intimate  relation  to  it. 

Here  I  call  to  mind  the  story  of  the  drunk  who  wandered  into  the  hotel  lobby 
and  flopped  down  on  a  sofa  and  promptly  went  sound  asleep.  The  manager,  some- 
what dismayed  at  this  unsightly  character,  told  his  bell  captain  to  call  the 
police  and  have  the  bum  removed.  The  captain  had,  what  he  thought,  a  better 
solution  which  he  was  given  permission  to  try.  Promptly  he  went  to  the  kitchen 
and  returned  with  some  I'imburger  cheese  which  he  smeared  on  the  drunk's  neck- 
tie. 

Shortly  the  drunk  began  to  sniff,  then  he  arose  and  marched  swiftly  from  the 
lobby  and  onto  the  street.  Everybody  had  a  good  laugh  and  thought  the  problem 
was  solved.  But  alas,  in  some  30  minutes  the  drunk  returned,  again  flopping 
down  on  the  sofa,  and  in  disgust  remarked,  "The  whole  dam  world  stinks  I" 

As  we  get  into  the  meat  of  this  subject,  let  me  again  caution  that  any  indicated 
solutions  are  not  necessarily  the  approved  ones- -I  believe  it  was  Disraeli  who 
said,  "It  is  easier  to  be  critical  than  correct,"  and  this  statement  certainly 
bears  much  truth. 

In  listing  the  problems,  I  found  that  they  may  be  placed  in  some  five  general 
categories.  Of  course  many  overlap  but  I  shall  stick  to  these  categories 
which  will  give  us  some  system  of  cataloguing  our  work.  I  found  this  necessary 
in  order  to  successfully  extract  the  problems  from  the  letters  from  the  12 
States  who  sent  their  ideas  to  me. 

The  five  areas  of  problems  as  I  have  outlined  them  are: 

I.  Finances 

II.  Project  Determination  and  Establishment 

in.  Administration 

IV.  Reporting 

V.  Personnel 

I.   Finances 

Although  these  will  not  be  given  any  order  of  priority,  I  can  truthfully  say 
that  adeq\:iate  finances  at  both  State  and  National  level  would  go  a  long  way 
in  solving  most  every  problem  that  confronts  us  in  this  field.  Yet,  I  suppose 
that  if  we  were  bathed  in  funds,  there  would  be  gross  inefficiencies  in  our 
programs.  It  would  be  gratifying  to  some  if  we  could  at  least  reach  what  seems 
to  be  the  happy  medium  achieved  by  others. 

Some  of  the  fund  problems  are  as  follows: 

(l)  The  difficulty  of  securing  funds  at  t-^^e  State  level  to  establish  and 
expand  the  programs. 
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Here  I  wonder  if  we  are  sometimes  guilty  of  a  poor  selling  job?  Have  we 
explored  all  the  possibilities  of  sectoring  funds?  Maybe  we  need  a  project  on 
this. 

It  should  be  remembered  that  State  matching  money  can  be  derived  from  several 
sources : 

(a)  Legislative  appropriations 

(b)  Majidatory  checkoffs  from  industry 

(c)  Voluntary  contributions  by  industry 

Legislative  action  is  necessary  for  the  first  two.  Good  public  relations  is 
generally  the  key  to  the  third  one.  We  should  not  overlook  the  potential  of 
the  voluntary  contributions.  As  one  State  put  it,  "We  have  long  ago  become 
convinced  that  we  can't  make  too  much  progress  in  securing  adequate  funds  from 
economy-minded  legislatures.  Consequently,  we  have  had  to  lean  more  and  more 
on  various  commodity  groups  to  furnish  the  money  to  match  Federal  funds  now 
available . " 

Certainly  commodity  groxops  have  an  interest  in  these  projects  as  they  pei-tain 
to  their  industry.  If  they  clearly  see  the  value  of  them  they  may  foot  the 
bill  if  they  can't  get  the  legislature  to  do  it. 

Perhaps  we  can  profitably  draw  on  the  successfiil  experiences  of  others  in  this 
matter.  One  State  indicated  that  its  projects  were  all  the  products  of 
advisory  boards  or  farm  groups.  This  points  up  a  basic  factor- -we  are  a  segment 
of  the  governments  of  our  States.  As  such,  we  have  a  responsibility  to  carry 
out  to  the  best  of  o\ir  ability  the  mandates  of  the  people  of  that  State.  In 
areas  such  as  these  we  are  discussing,  how  do  we  know  what  they  want  unless 
we  develop  a  system  of  asking  them?  Then,  too,  if  they  participate  it  is  their 
program  and  they  will  carry  the  banner  for  it.  In  a  recent  legislative  session 
I  had  the  importance  of  this  very  forcefully  demonstrated.  This  was  a  program 
that  the  people  wanted  but  which  met  opposition  from  oiir  executives — particu- 
larly the  Finance  Department. 

This  partictjlar  endeavor  had  a  well  organized  State  committee  which  had  been 
active  and  they  immediately  went  to  work.  To  make  a  long  story  short,  they 
came  up  with  the  funds  they  thought  necessary  to  carry  out  their  work. 

Unfortunately  we  had  not  organized  other  fields  to  this  extent,  but  the  value 
of  doing  so  is  now  apparent  to  us.  This  will  be  a  part  of  our  futiire  endeavors. 
Full  realization  of  the  values  of  such  programs  to  agriculture  and  the  State 
as  a  whole  will  be  needed  before  any  legislature  will  appropriate  fimds  to  it. 
The  problem  thereby  becomes  one  of  education,  requiring  time,  patience,  and 
effort . 

(2)  The  difficulty  of  seciAring  funds  at  the  Federal  level  to  implement  programs. 

The  factors  involved  here  about  parallel  those  at  State  level  except  they  are 
expeuided  about  fifty  times.  Some  effort  is  now  in  progress  by  the  National 
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Association  of  State  Departments  of  Agriculture  to  get  a  larger  and  more  imited 
voice  on  behalf  of  these  programs  in  Washington.  I  believe  this  effort  woiild 
be  enhanced  if  ve  can  bring  into  the  picture  some  non-professional  people.  The 
problem  the  professionals  have  is  that  too  often  people  view  their  requests  as 
being  loaded  for  their  own  gain- -slanted  toward  bixilding  their  own  empire. 

There  are  those  States  which  now  have  more  projects  and  more  State  money  than 
the  Federal  funds  can  match.  As  interest  in  this  work  progresses,  this  will 
very  likely  be  magnified.  We  must,  then,  of  necessity  concern  ovirselves  with 
getting  additional  interest  in  Congress  or  face  the  prospect  of  bearing  a 
larger  portion  of  the  costs  of  these  projects  at  the  State  level. 

(3)  Failure  by  Federal  agency  to  match  funds  \riiich  the  States  have  obtained 
in  advance  on  the  premise  that  they  are  to  be  matched. 

This  problem  arises  fi*om  a  series  of  circumstances  which  will  make  it  most 
difficult  to  solve.  Most  State  budgets  are  approved  by  their  legislature  early 
in  the  calendar  year  —  the  Federal  budget  is  approved  later.  Many  States 
operate  on  a  biennial  budget  which  makes  the  problem  of  projection  even  greater. 

I  know  of  no  suggested  solution  here  except  that  we  must  figure  ahead  on  the 
projects  we  want  to  put  into  effect,  then  go  after  the  fxmds  at  the  State  level, 
and  maintain  a  hope  that  Federal  money  will  be  available.  Perhaps  we  coiild 
establish  our  fvmds  on  a  more  flexible  basis  to  permit  their  use  for  a  smaller 
project  if  the  Federal  agency  cannot  fulfill  its  part  of  the  proposed  project. 

II.   Project  Determination  and  Establishment 

(1)  How  to  determine  projects  of  real  value? 

The  initiation  of  projects  simply  for  the  sake  of  getting  Agricultural  Marketing 
Act  funds  will  certainly  not  enhance  our   chance  of  success  in  the  project  nor 
OUT   chances  of  obtaining  additional  funds  in  the  future.  One  really  good,  well- 
conducted  project  is  worth  more  than  a  dozen  which  are  mostly  "on  paper." 

There  will  be  little  difficulty  in  deciding  upon  projects  \rtiich  are  suggested 
and  sponsored  by  advisory  groups  with  definite  needs.  We  have  the  responsibility 
of  seeing  that  the  facts  and  germs  of  thovight  are  properly  placed  to  stimulate 
action  by  these  groups. 

(2)  The  problem  of  project  statements. 

There  is  a  need  for  clear  cut,  concise  project  statements,  devoid  of  wordy, 
superfluous  platitudes- -in  brief,  down-to-earth  short  and  plain  descriptions 
of  just  what  is  to  be  attempted.  If  a  project  cannot  be  described  simply,  in 
all  probability  it  cannot  be  effectively  nor  satisfactorily  carried  out. 


(3) 


Time  cons\jmed  in  approval"  at  various  levels  before  projects  can  be  started. 


This  sometimes  seems  like  a  lengthy  procedure  and  often  takes  months  before 
clearance  can  be  made  to  get  the  project  \anderway.  This  procedure  may  be 
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shortened  but,  because  I  do  not  understand  all  the  procedures  which  it  must 
undergo  before  approval,  I  will  not  venture  any  total  remedy  —  perhaps  there 
is  none.  Yet  at  the  State  level  I  dare  say  we  could  ejcpedite  clearance  to  some   Sc 
extent  by  a  more  careful  analysis  of  the  project  and  by  coordination  with  other 
groups  in  drawing  up  the  specifications. 
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(k)     Realistic  determination  by  Federal  authorities  of  the  value  of  certain 
projects. 

I  detect  from  the  responses  of  other  States  and  from  discussions  in  meetings     » 
that  there  is  some  area  of  disagreement  on  the  value  of  projects  desired  by  the 
States  ajid  not  approved  at  the  Federal  level. 

In  one  case  cited,  there  seems  to  be  some  close  correlation  between  the 
project  desired  ajid  other  Federal  programs.  It  wo\ild  seem  that  the  two  are 
complementary  and  certainly  should  be  supported  if  funds  are  available. 

III.  Administration 

(1)  Problem  of  coordination  and  cooperation  between  State  and  Federal 
authorities . 

There  seem  to  have  been  a  few  minor  difficulties  in  seeing  everything  the 
same  way  as  some  representatives  of  the  Washington  staff  --  Bill  Crow  can  take 
the  "negative"  of  this  debate  I'm  sure  or,  better  still,  he  may  well  reverse 
the  subject  and  take  the  "affirmative. "As  one  State  put  it, "Our  relations  with 
Mr.  Crow  and  his  staff  have  always  been  cordial  and  satisfactory.  We  do  not 
always  agree  with  the  Washington  representatives  who  visit  us,  but  I  think  we 
both  benefit  from  these  visits  and  kre  doing  a  better  job  because  of  them," 

Another  State  notes  that  the  program  has  worked  much  better  since  the  overall 
contact  has  been  centered  with  one  man  and  cleared  through  him  rather  t^n 
bi-anches,  directors,  or  assistants.  This  I  think  is  important  and  will  go  a 
long  way  in  correcting  problems  of  cooperation  and  coordination.  A  clear 
understanding  of  each  others  problems  will  go  the  rest  of  the  way  in  solving 
this  matter. 

(2)  Avoidance  of  duplication. 

It  is  vmwise  to  invite  ill-will  and  criticism  by  trying  to  work  the  other 
fellow's  side  of  the  street.  This  brings  up  the  matter  of  just  what  is  o\ir 
field  of  endeavor  and  what  is  the  other  fellow's.  A  clear  understanding  of 
just  what  research,  education,  and  service  is  needed  by  the  three  agencies  who 
carry  on  in  these  respective  areas.  There  are  in  some  instances  jealousies 
resiilting  from  misunderstandings  as  to  who  shoxild  do  what. 

Frequent  meetings  between  responsible  parties  of  the  agencies  concerned  plus 
frank  discussions  at  these  sessions  will  materially  aid  in  this  area.  We 
must  keep  in  mind  that  duplicated  efforts  are  costly  and  bring  no  credit  to 
oxir  organizations. 

108 


(3)  Need  for  additional  technical  help  from  the  Federal  staff. 

Some  States  which  are  new  in  the  program  point  out  that  they  could  well  use 
additional  technical  assistance  in  setting  up  their  programs.  This  could  be 
of  particular  benefit  by  bringing  the  successful  meti.ods  employed  by  other 

; States  to  them.  Here  again  is  a  problem  with  merit  which  could  well  be  solved 

jby  additional  Federal  money. 

(h)     Problem  of  accounting  for  time  in  offices  vhere  all  State  funds  are  on 
a  matched  fund  basis. 

In  a  small  office,  by  necessity,  much  of  the  time  charged  to  State  projects 
must  be  on  an  off -set  basis,  i.e..  Federal  clerks  at  times  must  work  on  State 
cooi>€rative  projects  and  vice  versa.   It  is  usually  hard  to  know  ■vrtiere  one 
stands  on  the  -use  of  matched  funds  unless  there  is  considerable  cross-account- 
ing done.  This  has  not  been  a  serious  problem  in  our  office  yet  and  we  do 
r.ot  anticipate  that  it  will  be  one.   However,  we  have  not  had  any  Federal 
audit  of  these  funds  and  we  only  trust  that  when  we  do  the  auditor  sees  the 
division  of  time  as  we  do. 

(5)  Audit  of  funds. 

Due  to  a  shortage  of  personnel,  we  \mderstand  it  is  almost  impossible  to 
audit  the  accounts  in  these  matched  fund  projects.  We  do,  however,  get  an 
occasional  inspection  to  see  if  our  bookkeeping  procedures  are  in  order.  For 
the  protection  of  all  concerned,  some  system  of  auditing  should  be  devised 
where  clearance  can  be  given  periodically.  As  an  illustration  of  the  importance 
of  this,  my  office  was  recently  checked  and  some  matters  that  occurred  prior  to 
my  term  of  office  were  broiight  into  the  discussion.  As  a  me.tter  of  good 
business  these  should  have  been  cleared  prior  to  the  departu-i-e  of  my  prede- 
cessor. As  it  turned  out  everything  was  in  good  shape,  but  suppose  it  had  not 
been?  Who  wo\ild  have  been  holding  the  bag? 

(6)  Restrictive  interpretations  on  the  use  of  matching  fixnds. 

Some  departments  feel  that  recent  interpretations  on  the  use  of  these  funds 
restrict  their  use  and  frequently  are  in  direct  conflict  with  the  original 
intended  purpose  of  one  or  more  of  the  sources  of  the  funds  at  the  State  level. 

In  light  of  this  feeling,  there  could  be  a  need  for  the  reevaluation  of  the 
current  administration  of  f-unds  and  a  more  realistic  flexible  t\'pe  developed 
representing  both  State  and  Federal  views. 

I  do  not  know  the  number  of  States  which  are  burdened  by  this  problem,  however, 
it  could  have  serious  effects  on  the  future  advancement  of  the  program.  The 
following  is  a  quote  from  one  State. 

"Marketing  e>cperts  in  industry  and  at  all  levels  of  State  and  Federal 
Government  including  the  commodity  branches  of  USDA  have  long  advocated  the 
merits  of  marketing  vario\is  agricultural  commodities  by  the  expanded  use  of 
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grades  and  grade  labeling.  It  has  been  recognized  that  to  accomplish  this, 
wholesalers,  retailers,  and  especially  consumers  must  be  better  informed  oA 
the  merits  of  such  grades. 

■'Recent  interpretations  by  matched  fund  administrators  now  definitely  prohibit 
the  use  of  matching  funds  for  point-of-sale  material  in  wholesale  or  retail 
outlets  where  marketing  assistance  is  definitely  needed  and  where  it  is  even 
requested  by  major  retail  chains.  Such  display  material  is  a  recognized 
effective  method  of  presenting  sound  grade  and  grading  information  to  the 
potential  customer. 

"O^is  is  only  one  of  several  such  interpretive  restrictions  which  are  now 
actually  proving  detrimental  to  modem  e:cpanded  marketing  work.   (Authoritative 
Keierence:  Matched  Fund  Advisory  Committee  Miiiutes,  November  9-14-15,  I956)." 

IV.   Reports 

(1)  Time  involved  in  writing  reports. 

It  is  realized  that  reports  may  be  classed  by  some  as  a  necessary  evil.  Yet 
they  do  serve  a  vital  purpose  if  properly  outlined.  Our  people  estimate  that 
from  ten  to  fifteen  percent  of  the  Federal  money  is  used  in  preparing  reports 
suitable  for  the  Washington  office.  ^     ^  ^^   reports 

Let  me  quote  from  another  letter,  "Two  years  ago  I  heard  Mr.  X  tell  a 
representative  from  a  certain  State  he  had  an  excellent  report.  At  last  I  was 
going  to  see  a  good  report  and  had  this  State  send  me  a  copy.  If  this  is  what 
they  consider  a  good  report  then  we  haven't  had  good  reports  because  their  report 
was  primarily  on  regulatory  activities.  So  I'm  still  confused." 

I  detect  that  we  need  some  serious  discussions  on  reports.  We  need  to  know 
what  piirpose  they  are  intended  to  seirve  and  how  they  may  better  serve  us.  We 
need  to  determine  how  they  can  be  made  brief  and  simplified,  yet  descriptive 
and  useful.  Samples  of  good  readable  reports  might  be  furnished  to  workers. 
Perhaps  this  would  give  the  formula  for  getting  on  paper  just  \rtiat  will  be  most 
effective  for  the  people  who  will  use  the  information. 

(2)  Dissemination  of  timely  research  results. 

Reports  of  this  type  are  often  not  available.  This  group  could  well  consider 
the  advisability  of  an  exchange  system  of  successful  experiences  between  project 
workers  in  different  States  in  lieu  of  formal  research  publications.  This 
suggests  brief  progress  reports  pending  the  release  of  final  reports. 

(3)  Annual  reports  due  prior  to  end  of  period  project  covers. 

This  problem  seems  to  be  in  aljuost  direct  opposition  to  the  previous  one.  I 
included  it  partially  to  show  the  wide  diversity  of  problems.  Yet  it  may  be 
combined  with  its  predecessor  to  bring  about  some  usef\il  end.  Those  who  object 
to  annual  or  periodical  reports  as  such  do  so  prinarily  because  they  feel  no 
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;uiunediate  need  will  be  served  £Uid  they  will  simply  dxiplicate  their  efforts 
in  a  subsequent  final  report. 

(4)  Proper  dissemination  of  reports. 

The  problem  of  getting  results  of  studies  into  the  proper  hands  certainly  is 
a  challenging  one.  And,  once  they  are  there,  will  they  make  use  of  them? 
This,  I  believe,  is  closely  related  to  the  subject  of  participation  discussed 
earlier  as  well  as  to  the  subject  of  readable  reports. 

If  a  particular  group  or  segment  has  helped  in  some  way  in  setting  up  the 
project  the  results  will  have  much  more  meaning  to  them.  If  the  res\ilts  of  a 
study  are  not  \ised,  then  it  nnist  have  been  of  little  importance  or  someone 
has  not  thought  eno\igh  of  it  to  get  it  out  where  it  can  be  used.  We  perhaps 
need  a  study  and  report  on  how  to  disseminate  reports! 

V.  Personnel 

Practically  every  State  listed  personnel  problems  ^ich  indicates  the  import- 
ance of  these.  These  however  resolve  themselves  into  two  general  problems; 

(a)  Securi ng  trained  personnel 

(b)  Maintaining  trained  personnel 

The  first  of  these  results  from  the  temporary  complexity  of  the  projects  plus  the 
wage  scale  many  departments  operate  on.  The  type  of  work  required  is  somewhat 
technical  and  requires  rather  we3J.  q\xalified  professional  people.  Most  of 
these  will  search  else^ere  for  better  salaries  and  work  \rtiich  seems  to  be 
more  pernanent. 

This  often  forces  us  to  hire  and  train  personnel  rather  than  hire  trained 
personnel.  This  su^ests  short  courses  for  training,  perhaps  by  project 
groups . 

The  second  problem  in  this  category  is  experienced  in  those  States  "vrtiere 
personnel  are  apt  to  change  with  a  changing  administration.  The  solution  to 
this  lies  in  a  selling  program  that  may  take  y^rs  to  accomplish.  No  one  is 
more  aviare  of  this  than  I  eua.  We  will  have  to  amend  the  State's  constitution 
to  get  relief  here;  however,  we  won't  get  it  done  by  waiting.  We  will  nake  an 
effort  in  this  direction  in  the  near  future.  I  fear  this  is  a  problem  ^ich 
we  must  solve  ourselves. 

(3)  One  more  pioblem  occurs  to  me  and  that  is  the  need  for  strengthening  and 
expediting  technical  assistance  from  Washington.  All  too  often  this  comes  too 
late  to  assist.  I  suppose  this  is  another  one  that  additional  funds  woxild 
q\iickly  remedy  yet  it  is  in  essence  a  personnel  problem  at  the  level  of  the 
Federal  agency.  There  are  no  doubt  many  other  problems,  however,  these  are 
some  of  the  ones  that  seem  more  pressing  and  widespread. 
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In  total,  oTir  problems  narrow  down  to  a  few  really  basic  ones,  specifically: 
(l)  Selling  the  matched  fund  program  to  the  right  people  to  get  adequate 
support,  (2)  designing  o\ir  programs  to  enable  the  respective  departments  to 
assist  in  more  effective  and  efficient  marketing  of  agricultural  products, 
and  (3)  development  of  timely  and  effective  reports. 


SCOPE  MP  SHORTCOMINGS  OF  THE  MATCHING  FUND  PROGRAM 

William  C.  Crow,  Liaison  Officer 
Matching  Fund  Program,  State  Departments  of  AgriciuLture 

The  establishment  of  a  matching  fund  marketing  service  program  by  the 
Agricultxijral  Marketing  Act  of  19^6  came  about  as  a  result  of  two  prolonged 
efforts — one  by  a  group  of  State  Commissioners  of  Agriculture  and  the  other 
by  the  Committee  on  Agricultxire  of  the  House  of  Representatives.  For  a  number 
of  years  several  State  Commissioners  of  AgriciiLtiare  had  sought  Federal  legi- 
slation to  bring  about  a  Federal-State  marketing  service  program  financed 
partly  by  Federal  funds  just  as  the  Federal  Government  had  long  helped  finance 
State  research  and  extension  programs  in  agriculture.  The  Bailey  and  Cooley 
Bills  were  drafted  to  accomplish  this,  but  failed  to  be  enacted. 

At  the  same  time,  over  a  period  of  several  years  the  House  Committee  on 
Agricultiire  was  making  an  extensive  study  of  marketing  problems  in  the  belief 
that  the  solution  of  these  problems  was  of  major  concern  to  the  welfare  of 
agriculture  and  the  Nation.  This  Committee  was  perturbed  over  the  rising 
costs  of  marketing,  the  need  for  expanded  outlets  for  the  steadily  increasing 
output  of  the  Nation's  farms,  and  the  failure  of  either  Federal  or  State 
agricultural  agencies  to  concern  themselves  seriously  with  such  problems.  As 
a  result  of  its  investigation,  the  House  Committee  concluded  that  a  continxiing 
research  progxam  in  marketing  was  needed  to  find  the  answers  to  marketing 
problems,  and  that  these  improvements  should  be  brou^t  about  throiagh  market- 
ing service.  Each  phase  of  this  two-pronged  program  was  to  be  carried  out 
throiigh  the  cooperative  effort  of  Federal  and  State  agencies  and  industry. 

The  conclusions  of  the  House  Committee  were  embodied  in  the  Agric\iltural 
Marketing  Act  of  19^6,  which  passed  both  Houses  of  Congress  by  a  unanimous 
vote.  This  Act  authorized  the  establishment  of  a  marketing  agency  within  the 
U.  S.  Department  of  Agriciilture  to  carry  on  marketing  research,  service,  and 
regulatory  work,  and  directed  the  U.  S.  Department  of  Agriculture  to  work  with 
State  departments  of  agricultxire  and  their  bureaus  of  markets  in  the  conduct 
of  marketing  service  work,  stipulating  that  Federal  funds  be  used  to  match 
State  funds  for  the  support  of  jointly  approved  projects.  In  this  manner  the 
Congress  expected  to  get  action  at  the  State  level  in  solving  marketing 
problems . 

A  marketing  service  program  is  an  action  program  designed  to  bring  about 
desirable  changes  in  marketing — to  solve  marketing  problems.  It  takes  directly 
to  marketing  firms  the  best  known  marketing  practices  and  techniques,  and 
shows  these  agencies  how  to  adapt  their  operations  to  changing  conditions, 
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hov  to  increase  their  efficiency  and  reduce  their  costs,  how  to  minimize 
deterioration  and  spoilage,  and  how  to  expand  outlets.  It  also  provides 
statistical  and  other  information  needed  to  facilitate  the  operation  of  the 
marketing  system. 

Collectively,  the  States  participating  in  this  service  program  are  dealing  with 
most  types  of  marketing  problems.  They  start  hy  determining  in  advance  the 
expected  production  of  a  product  so  that  marketing  plans  can  be  made  accord- 
ingly. By  objective  forecasting  of  production  of  Cling  peaches  in  California, 
the  Cling  Peach  Advisory  Board  may  deal  with  an  expected  siirplus  by  removing 
immature  fruit  prior  to  harvest  and  by  planning  diversion  to  canneries. 
Through  collection  and  dissemination  of  figures  on  tomato  plantings  in  Florida, 
production  can  be  adjusted  to  market  demands.  Reports  on  sow  farrowings,  tree 
counts,  and  similar  projects  are  of  great  assistance  in  anticipating  and 
solving  marketing  problems. 

Four  States  are  developing  ways  of  certifying  virus-free  niirsery  stock  so 
that  the  growers'  time  and  money  wi3JL  not  be  used  in  putting  out  viirus-infested 
trees.  Several  States  have  ascertained  from  distributors  the  variety  and 
package  type  preferred  and  have  advised  growers  accordingly.  Through  such 
means  as  these  this  marketing  service  program  is  helping  to  bring  adjustments 
in  production. 

Next,  the  program  is  helping  to  determine  when  products  should  be  harvested 
by  developing  maturity  tests  for  fruits,  melons,  and  other  products.  By 
service  work  in  the  producing  areas,  proper  grading  and  packing  methods  are 
demonstrated.  Assistance  is  given  in  planning,  equipping,  and  operating 
packing  sheds,  egg  assembly  plants,  grain  elevators,  poiiltry  processing 
plants,  livestock  auctions,  milk  plants,  and  other  facilities  in  areas  of 
production. 

i  To  enable  growers  to  get  the  best  price  for  their  products  many  States  under 
i  this  program  have  developed  country-point  market  news  services  which  have 
;  brought  local  prices  for  eggs,  foruits,  vegetables,  alfalfa,  hogs,  broilers, 
I  and  grain  in  line  with  prices  in  other  local  markets  and  with  terminal  market 
;  prices.  By  finding  or  encouraging  the  construction  of  storage  facilities, 

growers  have  been  able  to  hold  their  products  off  a  glutted,  price-depressed 
:  market.  By  making  available  to  bxjyers  information  on  protein  content  of  ^eat 

and  fiber  tests  of  cotton,  by  growing  areas,  these  buyers  have  been  induced  to 

pay  higher  prices  for  the  quality  they  need. 

l<fe,ny  States  have  found  buyers  for  products  in  s\irplus  production.  Large 
quantities  of  peaches,  apples,  watermelons,  and  other  fruits  and  vegetables 
have  been  moved  by  providing  buyers  from  wide  areas  with  advance  information 
concerning  the  availability  of  these  products.  The  States  have  originated, 
and  cooperated  with  other  agencies  in  putting  on,  special  promotional  campaigns 
for  milk,  cheese,  pork,  potatoes,  and  other  commodities.  When  a  product  from 
a  State  has  had  a  chronic  problem  with  finding  markets,  its  marketing  special- 
ists have  visited  the  markets,  ascertained  what  was  wrong,  and  taken 
corrective  action.  In  some  such  cases  the  wrong  variety  was  being  produced. 
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In  others,  the  package  type  was  wrong  or  the  product  was  arriving  in  poor 
condition — innnature  or  damaged  by  bruising.  In  still  others  it  has  been 
determined  that  some  promotional  effort  was  needed. 

Several  States  are  or^nizing  special  livestock  sales  where  products  are 
brought  together  and  sold  on  a  graded  basis  to  buyers  brought  in  from  a  wide 
area.  Egg  buying  stations  purchasing  on  a  graded  basis  have  been  set  up.  Wool 
pools  have  been  established.  Assistance  has  been  given  in  consolidating  small 
milk  plants.   Tobacco  growers  have  been  shown  how  to  sort  their  product  to 
get  the  best  price.  Fruit  and  vegetable  growers  who  have  been  offered  low 
prices  for  their  loads  at  markets  have  been  shown  how  to  throw  out  the  lower 
q\jality  and  repack  the  remainder  and,  as  a  result,  have  taken  their  product 
back  to  the  same  market  and  obtained  a  much  higher  price.  Small  growers  have 
been  helped  to  or^nize  themselves  to  be  able  to  find  satisfactory  outlets. 

Very  significant  res\ilts  have  come  from  marketing  service  projects  to  reduce 
deterioration  and  spoilage  in  marketing  channels.  Several  States — Vermont, 
Mississippi,  Wisconsin,  Minnesota,  North  Dakota — ^have  obtained  samples  of 
milk,  butter,  cheese,  and  other  dairy  products  at  various  places  in  the 
distributive  channel,  checked  the  quality  of  such  samples,  determined  the  cause 
of  off -quality,  and  shown  the  person  responsible  for  the  condition  what  to  do 
to  correct  it.  Samples  of  cotton  picked  up  for  classing  have  been  checked  for 
gin  damage,  and  the  operators  of  the  gins  responsible  shown  what  changes  in 
equipment  or  methods  should  be  made  to  stop  the  damage.  Eggs  and  poiiltry 
picked  up  in  marketing  channels  have  led  marketing  specialists  to  the  causes  of 
poor  handling  and  poor  quality.  New  egg  laws  have  resulted  and  producers  and 
handlers  have  been  shown  how  to  grade  and  handle  their  product.  Considerable 
success  has  been  achieved  in  some  States  in  reducing  rodent  contamination  of 
grain  and  in  reducing  damage  from  excess  moistxire  and  poor  storage  facilities. 
The  quality  of  seed  produced  in  three  States  is  being  improved  by  correcting 
deficiencies  in  processing  and  storage. 

A  few  States  are  helping  to  solve  transportation  problems  by  working  with 
carriers  to  get  an  adequate  supply  of  good  transportation  equipment  at  harvest 
time.  Shippers  and  haulers  have  been  shown  how  to  load  products  to  minimize 
breakage  and  bruising.  Three  States  have  entered  cases  to  hold  down  increases 
in  freight  rates.  Extensive  work  has  been  done  by  some  States  with  retailers- 
showing  them  how  to  display  and  handle  certain  commodities  to  increase  sales. 
One  State— tfcine— has  significantly  increased  sales  of  broilers  by  helping  with 
a  can^aign  to  encourage  chicken  barbecues  by  organizations,  backyard  barbecues, 
and  has  even  put  on  barbecues  on  television. 

When  marketing  techniques  change,  the  States  are  helping  with  the  adjustments. 
They  are  helping  to  encourage  and  install  potato  washers  and  vacuum  coolers. 
They  are  helping  with  the  problem  of  bulk  haiiling  of  milk.  They  are  assisting 
poultry  processors  in  meeting  the  requirements  of  Federal  inspection.  They 
have  helped  to  get  meat-packing  plants  and  canneries  into  areas  without 
satisfactory  outlets. 


llh 


These  examples  of  activities  underway  show  that  almost  every  type  of  marketing 
service  work  is  being  carried  on  by  somebody.  Collectively  this  makes  a  rather 
well-rounded  program,  but  to  be  able  to  paint  this  picture  it  was  necessary  to 
draw  on  examples  fi*om  nearly  every  State  in  the  program.  Another  way  to  show 
the  scope  of  the  program  is  to  point  out  that  36  States  and  Territories  are 
working  on  quality  maintenance,  23  are  engaged  in  activities  to  find  markets 
or  expand  outlets  for  agricultuiral  products,  20  are  assisting  marketing  agencies 
in  increasing  their  efficiency  and  holding  down  marketing  costs,  and  28  are 
collecting  and  disseminating  marketing  information.  But  in  classifying  the  work 
this  way  we  shoxjld  not  lose  sight  of  the  fact  that  in  most  of  these  States  the 
work  being  done  involves  only  one  group  of  products — not  all  the  products 
important  to  that  State. 

By  commodities,  3I  States  are  working  on  fruits  and  vegetables,  25  on  poultry 
and  eggs,  2k   on  livestock  and  meats,  21  on  dairy  products,  I8  on  grain,  and 
3  each  on  cotton,  seed,  and  tobacco.  Having  considered  thie  scope  of  this 
matching  fund  program,  let  us  turn   our  attention  to  some  of  its  shortcomings. 

First,  it  shoxild  be  pointed  out  that  no  State  has  a  well-balanced  program, 
although  some  approach  it  much  mojre  nearly  than  others.  This  expanded  program 
of  marketing  service  started  only  12  years  ago.  At  that  time  most  States 
lacked  competent  personnel  and  experience  in  this  work.  Hence,  the  usual 
practice  was  to  start  working  on  one  problem  for  one  commodity  and,  to  a  great 
degree,  each  State  chose  a  different  one.  With  this  appixach  it  is  not  stir- 
prising  that  at  this  time  some  States  are  p\itting  most  of  their  resoiirces  into 
collecting  and  disseminating  statistical  information  and  doing  nothing  to  help 
reduce  marketing  costs.  Others  are  working  on  quality  maintenance,  but  doing 
little  to  expand  outlets.  Some  are  working  on  fruits  and  vegetables  but  are 
slighting  poioltry  and  egg  problems,  and  some  States  apparently  haven't  yet 
heard  of  the  matching  fund  program.  Serio\is  thought  should  be  given  in  each 
State  to  the  adequacy  of  the  program  to  meet  the  needs  of  its  people.  Are  the 
most  important  problems  receiving  attention  or  was  the  work  being  done  selected 
largely  by  accident  or  because  of  the  personal  interest  of  some  employee?  Do 
you  have  a  well  -balanced  or  a  lopsided  program?  What  mechanism  do  you  have  to 
make  certain  that  you  are  working  toward  a  well-balanced  program,  developing 
each  part  in  order  of  its  inrportance? 

A  second  weakness  in  marketing  work  in  the  States  is  that  in  all  too  many 
States  nobody  is  in  charge  of  it.  Apparently  the  program  is  supposed  to 
develop  and  run  itself.  Marketing  activities  are  scattered  through  several 
b\areaus  or  divisions  with  little  coordination.  In  some  States  marketing 
service  activities  are  not  all  in  the  same  department,  but  are  carried  on  in 
several  agencies  with  no  common  head  below  the  level  of  the  Governor.  To  make 
matters  worse,  in  some  cases  a  marketing  activity  is  placed  in  an  agency  whose 
primary  responsibility  is  in  some  other  field  and  whose  head  has  little  or  no 
background  or  interest  in  marketing.  Unless  marketing  activities  are  brought 
together  into  one  division  or  bureau  with  a  competent  head,  who  is  going  to 
take  the  responsibility  for  developing  a  well-rounded  program,  and  who  is  going 
to  see  that  the  different  parts  are  coordinated,  to  whom  is  industry  to  go  with 
its  marketing  problems?  Who  is  the  commissioner  of  agriculture  going  to  hold 
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responsible  for  this  aspect  of  his  program?  And  ■whom  are  we,  who  are  trying 
to  administer  this  matching  fund  program,  to  deal  with?  Under  these  conditions, 
is  it  s-urprising  that  when  we  request  important  information  from  a  State  the 
request  often  does  not  reach  the  man  with  the  answers;  or  that  when  the  Work- 
shop is  over  sometimes  the  marketing  worker  who  handles  the  subject  discussed 
at  the  meeting  didn't  know  it  occurred;  or  that  v^en  we  mail  out  a  research 
report  vital  to  a  project  it  never  finds  the  right  person?  Can  we  or  you 
develop  and  carry  on  a  good  marketing  program  without  the  proper  organization? 

Another  shortcoming  of  the  matching  fijnd  program  is  the  lack  of  continuity  of    | 
personnel.  To  be  able  to  show  marketing  firms  and  agencies  how  to  do  a  better 
job  a  specialist  in  the  subject  is  required.  He  must  know  the  subject,  and 
be  known  and  respected  by  industry  people  throvighout  the  State.  Such  persons 
are  scarce.  How  ax-e  you  going  to  attract  them  if  you  cannot  assure  continuity 
of  service?  How  can  you  build  a  program  with  agriculture  and  industry  in  any 
subject  if  every  time  an  organization  contacts  your  department  on  a  subject, 
he  must  deal  with  a  different  man?  How  long  will  they  keep  coming  to  you  with 
their  problems  under  such  conditions?  What  is  the  use  of  having  these  work- 
shops to  train  people  for  a  job  that  they  won't  be  on  next  year? 

Another  deficiency  of  the  program  is  the  lack  of  coordination  of  the  marketing 
research,  service,  and  extension  work  in  many  States.  Why  don't  the  three 
State -supported  agencies  in  marketing  find  it  to  their  mutxml  interest  and  to 
the  interest  of  the  people  they  serve  to  work  more  closely  together?  Is  it 
too  much  to  expect  to  have  the  responsible  heads  of  these  agencies  meet  together 
and  with  representative  groups  from  industry  to  determine  the  most  important 
marketing  problems  in  the  State  and  agree  among  themselves  as  to  the  part  each 
can  play  in  bringing  about  the  solution?   Cannot  research  in  marketing  be  aimed 
at  finding  the  answer  to  a  problem,  and  cannot  the  service  and  educational 
agencies  take  these  answers  to  the  people  and  get  the  required  action  taken? 
Won't  we  all  accomplish  more  in  the  field  of  marketing  by  working  as  a  team? 
Won't  that  give  the  taxpayers  more  for  their  money? 

A  final  shortcoming  of  the  matching  fund  program  that  I  shoxild  like  to  bring 
to  your  attention  is  the  lack  of  collective  effort  of  the  State  Departments  of 
Agriculture  to  make  this  program  an  effective  force  in  solving  the  marketing 
problems  of  agrictJltvire .  It  has  been  the  efforts  of  certain  individiaals  that 
have  brought  the  program  where  it  is.  Some  States  seem  to  feel  no  responsibility 
for  helping  develop  this  nationwide  marketing  service  program.  More  group 
effort  of  State  officials  and  their  or^nizations  will  be  required  if  this 
program  is  to  achieve  maximum  results. 

TJius,  we  see  that  the  matching  fund  program  has  been  a  real  help  to  many  States 
in  roimdjjag  out  their  marketing  program.  It  has  brought  benefits  far  in  excess 
of  its  cost  to  farmers  and  marketing  agencies.  But  the  most  effective  results 
will  not  come  until  each  State  has  a  balanced  program;  with  its  marketing       j 
activities  brought  together  under  a  competent  head;  the  work  done  by  persons     I 
who  can  remain  on  the  job  long  eno\igh  to  master  it  and  command  the  respect  of 
the  people  they  are  endeavoring  to  serve;  the  resources  for  research,  service, 
and  education  brought  to  bear  on  the  problem  at  hand;  and  State  commissioners, 
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secretaries,  and  directors  of  agriculture,  together  with  the  heads  of  their 
marketing  divisions,  pool  their  efforts  to  make  this  program  a  vital  force  in 
solving  marketing  problems.  The  only  persons  vho  can  make  this  marketing 
service  program  what  it  was  intended  to  be  are  you  leaders  in  the  States.  It 
is  your  program.  Its  future  rests  with  you. 


IMPROVEMENTS  NEEDED  IN  ADMINISTRATIVE  PROCEDURES 

William  C.  Crow,  Liaison  Officer 
Matching  Fund  Program,  State  Departments  of  Agricultiire 

If  any  program  is  to  operate  effectively  some  administrative  procedures  are 
needed.  When  two  or  more  agencies  are  involved,  as  in  the  case  of  a  Federal- 
State  matching  fund  program,  administrative  procedures  are  even  more  necessary 
and  often  are  more  complicated.  On  this  matching  fund  marketing  service 
program  we  at  the  Federal  level  must  operate  imder  certain  laws  and  regulations. 
The  States  likewise  must  comply  with  their  laws  and  regulations.  We  would 
like  uniform  procedures  with  all  States,  but  the  laws  in  the  States  differ,  so 
ccmplete  uniformity  is  out  of  the  question. 

A^inst  this  background  and  rrith   12  years'  experience  in  the  operation  of  this 
program  we  have  tried  to  develop  procediores  that  will  meet  our  joint  needs  and 
not  be  xinduly  b\irdensome.  In  order  to  make  it  as  easy  as  possible  for  people 
to  know  the  procedures,  they  have  been  written,  published,  and  distributed  to 
the  State  and  Federal  people  who  are  affected  by  them.  This  publication  is 
called  "A  Guide  to  Procedures  Relating  to  Marketing  Service  Programs  Conducted 
under  the  Agricultxiral  Marketing  Act  of  19^6." 

For  the  benefit  of  those  of  you  who  are  not  too  familiar  with  these  procecures 
I  will  sximmarize  them  before  proceeding  to  a  consideration  of  some  improvements 
that  are  needed. 

1.  Cooperative  Agreement 

The  first  step  to  be  taken  by  a  State  interested  in  participating  in  the 
matching  fund  program  is  to  enter  into  a  cooperative  agreement  with  the 
AgrictLLtural  Marketing  Service.  This  doctment  sets  forth  in  the  broadest  terms 
the  mutual  responsibilities  of  the  State  and  the  USDA,  and  may  be  thought  of 
as  the  charter  under  which  the  entire  AMA  matching  fund  program  is  to  be 
conducted. 

2.  Approval  of  project  statement  (Form  AMS-TIO) 

After  the  cooperative  agreement  has  been  signed,  any  number  of  projects  may  be 
developed  under  it.  The  project  statement  is  drawn  up  by  the  State  on  forms 
(710)  provided  by  the  AMS.  It  oirtlines  the  nature  and  scope  of  the  marketing 
problem  to  be  solved,  the  general  plan  of  work,  and  lists  the  cooperating 
agencies.  When  approved  by  the  AMS,  it  authorizes  the  field  of  work  described 
on  the  conmiodities  listed.  These  projects  fall  in  any  one  of  four  general  fields, 
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3»  Submittal  of  Annual  Work  Flans  and  Fund  Request  (Form  712) 

Project  statements,  except  for  experimental  market  news  work  which  is  limited 
to  about  two  years,  are  generally  approved  for  a  period  of  years  or  on  a 
continuing  basis.  To  have  a  basis  for  intelligently  allocating  the  annual 
appropriation  among  the  projects  we  need  to  have  a  clear  picture  of  what  you 
propose  to  do  under  each  project  diiring  the  forthcoming  fiscal  year  and  the 
amovmt  of  money  that  will  be  reqiiired.  As  administrators  you  likewise  need  a 
work  plan  before  the  start  of  your  new  year  so  that  you  and  yoiir  marketing 
personnel  will  know  precisely  what  is  to  be  done  on  the  approved  project. 
Thus,  the  annual  work  plan  and  fund  request  is  a  document  just  as  important 
to  you  as  it  is  to  us.  We  must  have  this  document  for  each  of  your  projects 
about  May  15  of  each  year  if  we  are  to  notify  you  of  your  Federal  allotment 
before  the  beginning  of  your  new  year  on  July  1.  A  copy  of  your  work  plan  is 
stapled  to  yoirr  approved  project  in  o\ir  pennanent  file  and  becomes  a  part  of 
the  le^l  basis  for  your  expenditure  of  funds. 

^'     Certificate  of  Availability  (Form  7l4) 

Before  Federal  funds  can  be  sent  to  a  State  we  must  have  received  a  certifi- 
cation from  a  responsible  State  official  that  the  required  State  funds  for 
matching  purposes  are  available.  This  docimient  is  usually  sent  to  us  with  the 
work  plans  and  fund   request. 

5.  Allotment  of  funds 

After  the  allotments  of  Fedeiul  funds  are  completed  and  approved  by  the 
Administrator,  the  States  are  notified  by  letter  of  their  allotments.  This  is 
usT;ially  the  last  week  in  June,  and  shortly  thereafter  payments  representing 
about  60  percent  of  the  allotments  are  sent  to  the  States  to  carry  on  the  work 
\intil  the  end  of  January  by  \riaich  time  the  second  advance  shoiold  have  been 
received. 

6.  Final  Financial  Statement  and  Approved  Budget  (Form  7II) 

About  August  15  of  each  year  we  request  the  States  to  submit  their  final 
financial  reports  for  each  project  for  the  preceding  year.  This  is  the  legal 
document  showing  the  actual  Expenditures  of  Federal  and  State  funds  on  each 
project,  on  which  the  Federal  expenditure  cannot  exceed  that  of  the  State. 
This  form  also  shows  the  amount  of  Federal  and  State  f\;inds  carried  over  at  the 
end  of  the  fiscal  year  and  the  actual  operating  budget  for  the  current  year 
(which  may  have  been  revised  since  the  fund  request  was  submitted  in  May) . 
This  report,  which  was  signed  by  the  State  official,  is  reviewed  by  the  Liaison 
Office,  and  if  no  adjustments  are  necessary  is  signed  for  the  AMS.  It  is  againt 
this  document  that  audits  of  expenditures  are  made.  Only  after  it  has  been 
received,  reviewed,  and  signed  will  the  second  advance  of  funds  to  the  States 
be  made. 
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7.  Aonual  progress  report 

By  "the  end  of  September  of  each  year  we  need  a  report  on  the  accomplishments 
under  each  project  for  the  year  (Oct.  1  -  Sept.  30) .  This  reporting  period 
vas  chosen  so  that  all  work  for  a  crop  season  can  "be  reported  within  one 
reporting  year.  This  report  on  what  was  actually  done  on  each  project  and 
what  good  it  did  is  the  main  report  on  which  the  work  is  judged  by  xis,and  I 
feel  sure  you  must  use  it  for  the  same  piirpose. 

These  are  the  administrative  procediires,  which  have  been  worked  out  with  the 
assistance  of  o\ir  Advisory  Committee  representing  the  States.  Now  let  us 
consider  the  improvements  needed.  At  the  outset  I  want  to  point  out  that  we 
are  pleased  with  the  improvement  being  made  in  most  States  in  handling  the 
administrative  details  connected  with  this  program.  Financial  reports  and 
reports  on  work  plans  and  accomplishments  are  reaching  us  more  nearly  when 
they  shoiild.  Fewer  errors  are  showing  up  in  the  financial  reports  and  the 
content  of  your  progress  reports  is  on  the  whole  much  better  than  a  few  years 
back. 

V/hile  we  can  take  pride  in  the  fact  that  we  are  doing  a  better  job,  we  still 

cannot  overlook  the  fact  that  improvements  are  needed.  Some  nay  argue  that 

it  is  the  resxats  that  really  count,  and  that  the  efficiency,  or  lack  of  it, 

with  which  administrative  matters  are  performed  is  of  no  great  consequence. 

I  would  be  the  first  to  agree  that  results  of  the  work  are  of  prinary  importance. 

But  we  still  need  to  conduct  the  administrative  affairs  in  a  business-like 
manner.  We  must  comply  with  the  laws  and  regulations,  and  cope  with  the 
conditions  necessary  for  the  advancement  of  the  program.  I  suspect  there  is 
some  relationship  between  administration  and  the  quality  of  the  work  done. 
Hence,  it  is  to  o\jr   mutual  advantage  to  have  the  program  well  administered. 
It  won't  run  itself,  and  failure  to  comply  with  the  procedures  usually  makes 
extra  work  for  us  all. 

One  of  the  main  places  where  improvement  is  still  needed  is  in  the  report  on 
accomplishments  on  each  project,  \rtiich  you  send  us  each  fall.  These  reports 
need  to  set  forth  more  clearly  \rtiat  was  done  diiring  the  year  on  each  project 
and  what  good  it  did.  These  accomplishments  should  be  stated  as  specifically 
as  possible,  and  it  is  always  helpful  when  the  resiolts  can  be  measxired  in 
dollars  and  cents,  in  increased  sales,  or  in  the  extent  of  quality  improvement. 
You  need  reports  like  this  to  judge  your  program  and  the  quality  of  work  done 
by  your  people.  We  need  exactly  the  seune  information  in  order  to  be  able  to 
give  the  Research  and  Marketing  Advisory  Committees,  the  Congress,  and  others 
a  more  realistic  and  favorable  picture  of  your  work.  Such  reports  will  also 
help  you  in  publicizing  the  work  in  your  State  and  in  explaining  to  your 
industiy  groups  and  your  legislatiire  the  importance  and  value  of  what  you  are 
doing.  Besides  sending  us  a  good  progress  report  once  a  year,  it  would  also 
be  helpful  to  us  if  you  would  inform  us  at  any  other  time  of  the  year  of  any 
significant  example  of  accomplishments,  send  us  a  print  of  a  good  photograph 
showing  something  you  did,  or  let  us  have  a  copy  of  some  unusual  letter  about 
the  program.  We  cannot  adequately  represent  yo\ir  program  at  the  Federal  level 
if  we  don't  know  what  you  have  accomplished. 
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Another  problem  area  in  the  administration  of  the  program  is  in  the  reporting   j 
"by  the  States  of  project  expenditures  and  carryover  balances  for  a  fiscal 
year.  When  the  financial  data  you  submit  on  Form  TH  does  not  check  out,  as 
is  too  frequently  the  case,  it  requires  extra  work  on  both  yo\ir  part  and  ours 
to  straighten  out  the  matter.  Errors  in  these  reports  probably  stem  in  most 
cases  from  inadequate  i^cords.  The  completion  of  this  form  should  not  be 
difficult.  You  merely  start  by  entering  the  total  Federal  and  State  funds  that 
vere  available  for  the  project,  then  enter  the  expenditure  of  Fedei^al  and  State 
funds  separately,  and  •vrLnd  up  with  the  suuount  of  each  carried  over  into  the 
following  year.  This  carryover  plus  your  new  funds  constitutes  the  amount 
available  for  your  budget  for  the  following  year. 

Closely  related  to  this  problem  of  getting  an  accurate  report  on  expenditures 
is  that  of  having  adequate  financial  records.  The  most  frequent  criticism  sent 
us  by  ovir  auditors  is  that  the  accounting  records  did  not  provide  the  needed 
information.  What  is  the  needed  information?  Simply  a  record  that  will  show 
for  each  project  the  amount  of  State  and  Federal  funds  available  at  the  beginning 
of  the  year,  the  expenditures  for  the  project  properly  documented,  with  the 
expenditiares  of  Federal  funds  not  exceeding  that  of  the  States,  and  the  balance 
of  State  and  Federal  fimds  left  at  the  end  of  the  year.  No  particular  book- 
keeping system  is  prescribed.  It  must  merely  provide  the  above  information. 
The  easiest  way  to  avoid  problems  of  this  kind  is  to: 

1.  Place  one  person  in  charge  of  the  records  who  will  be  responsible  for  see- 
ing to  it  that  all  vouchers  are  properly  documented,  that  postings  to  ledger 
accoimts  are  made  ctirrently,  and  that  the  financial  reports  are  accurate  and 
submitted  \Aien  due. 

2.  When  State  regulations  permit,  deposit  both  Federal  and  State  monies  in  a 
single  fund  so  that  expense  items  will  be  automatically  divided  on  a  50-50 
basis.  This  will  avoid  the  necessity  of  jxiggling  two  separate  accounts  for  a 
project  to  keep  them  in  balance. 

3.  Establish  separate  ledger  accoimts  for  each  project.  Each  such  account 
should  contain  an  entry  or  entries  showing  the  amoxmt  of  funds  available  to  the 
project  during  the  fiscal  year.  If  a  continuing  project,  one  of  the  entries 
would  represent  the  carryover  from  the  preceding  year;  this  plus  the  new  funds 
would  equal  the  total  availability.  All  expenses  made  during  the  year  would 

be  entered,  and  from  these  records  it  is  a  simple  matter  to  determine  the 
unexpended  balance. 

I  do  not  wish  to  inrply  that  problems  associated  with  record  keeping  and 
financial  reporting  are  troublesome  in  all  States.  In  a  majority  of  States, 
we  are  receiving  the  financial  reports  on  time  and  little,  if  any,  adjustment 
is  needed.  We  shoi^Ld  strive  to  attain  the  same  goal  in  all  States.  As  some 
of  you  nay  know,  representatives  of  o\ir  Internal  A\idit  Division  now  have  tmder- 
way  a  survey  of  all  States  in  the  program  to  review  accoiinting  proced\jres  and 
record  keeping  to  determine  their  adequacy.  We  are  pleased  to  report  that  the 
results  so  far  in  the  limited  number  of  States  surveyed  indicate  that  good 
progress  is  being  made  in  installing  adequate  accounting  systems  for  the 
matching  fund  projects. 
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In  my  opinion  most  of  o\ir  problems  in  adherence  to  administrative  proced\ires 
are  in  those  States  where  no  one  person  has  been  assigned  the  job  of  super- 
vising and  directing  marketing  work.  Often  in  such  cases  nobody  really  keeps 
up  with  the  program,  one  person  is  informed  about  something  while  another  is 
not,  and  it  is  nobody's  job  to  see  that  the  ^ole  job  is  done.  It  is  my 
impression  that  it  is  also  these  States  that  are  having  trouble  developing 
and  conducting  well-rounded  marketing  service  programs.  If  the  State 
Commissioner  of  Agricxolture  is  not  going  to  administer  the  marketing  program 
himself,  and  most  of  them  cannot,  he  must  have  some  competent  person  desig- 
nated to  do  it  for  him.  Since  so  many  of  the  problems  connected  with  this 
program  stem  from  the  lack  of  a  single  head  in  each  State,  our  Advisory 
Committee  at  its  most  recent  meeting  unanimously  instructed  the  Liaison  Office 
to  request  each  State  to  designate  a  contact  man  for  a-ii  of  its  matching  fund 
marketing  service  projects. 

The  matching  fund  program  can  be  a  means  of  getting  many  important  marketing 
problems  solved  at  the  State  level.  It  can  be  the  lever  that  tones  up  and 
rounds  out  your  entire  marketing  program.  It  has  done  much  good,  suad  its 
usefxilness  is  increasing.  But  to  get  maximxim  results,  to  get  the  most  for 
each  dollar  expended,  and  to  earn  the  greatest  respect  for  o^xc   program,  we 
must  have  good  administration  at  both  the  State  and  Federal  level  and  proper 
coordination  between  the  two.  By  putting  our  minds  and  energies  to  it,  this 
can  be  accomplished. 


CONCLUSIONS  MP  REgOMMENmTIONS 

On  scope  and  problems  involved  in  conducting  matching 
fund  marketing  service  programs 

The  specific  area  of  conducting  matching  fund  marketing  programs  received  the 
attention  of  the  group  in  its  third  session. 

Problems  experienced  by  the  36  States  and  Territories  participating  apparently 
may  be  consolidated  into  the  three  basic  areas  of: 

1.  Selling  natched  fund  programs  at  both  the  State  and  Federal  level  to 
receive  adequate  financial  support. 

2.  Designing  our  programs  to  enable  effective  and  efficient  marketing 
of  agricultural  products. 

3.  Development  of  timely  and  effective  reports. 

Specific  recommendations  for  improving  the  total  matching  fund  prograja  were 
summarized  as  follows: 

1.   Since  there  are  many  State  programs  which  are  not  presenting  a  balanced 
area  of  marketing  work  and, therefore,  leave  many  areas  untouched, 
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it  is  recommended  that  marketing  officials  carefiilly  explore  new 
areas  of  work  in  addition  to  inrproving  existing  services. 

2.  Coordination  within  a  Department  and  within  a  State  is  essential  and 
it  was,  therefore,  recommended  that  one  person  he  designated  as 
coordinator  in  the  Department  and  that  regular  conferences  he  held 
among  service,  extension,  and  research  people  en^ged  in  this  field 
of  work. 

3.  Training  of  personnel  engaged  in  marketing  work  was  emphasized  as 
heing  essential  for  program  improvement.  Attendance  at  the  Workshop 
as  well  as  at  special  conferences  was  recommended.  Contin\iity  of 
personnel  was  also  considered  essential. 

In  sinnmary,  it  was  pointed  oirt  that  the  matched  fijnd  program  is  not  a  Federal 
program  -  hut  one  of  the  States  collectively.  Commissioners,  marketing  chiefs, 
and  all  participating  in  the  program  must  accept  their  responsibilities  in 
administering  and  improving  the  total  program. 


IHE_!JSE_OF_PUBLiCiIY_iN_A_MAR!<EIiNG_PRCGRAM 

Work  Group  Sessions 

THE  PURPOSE  OF  A  WORK  GROUP  ON  PUBLICITY 

William  C.  Crow,  Liaison  Officer 
Matching  Fund  Program,  State  Departments  of  Agric\ilture 

l^rketing  service  work  is  an  action  program  designed  to  ca\ise  growers  and 
marketing  agencies  to  make  changes  in  their  methods  of  moving  farm  and  food 
products  from  the  farm  to  the  consvimer.  These  changes  or  improvements  in 
marketing  are  desired  for  many  reasons:  To  hold  down  marketing  costs,  to 
prevent  or  reduce  deterioration  and  spoilage,  to  make  the  product  more  accept- 
able to  consumers,  or  to  expand  outlets.  Getting  these  improvements  made  may 
require  changes  in  facilities,  the  use  of  a  new  piece  of  equipment,  a  different 
type  of  container,  handling  in  a  particular  way,  installation  of  refrigeration 
or  a  vacuum  cooler,  stacking  products  a  certain  way  in  a  railroad  car  or  truck, 
planting  a  different  variety,  a  better  \mderstanding  and  a  wider  use  of  grades, 
more  information  about  future  supplies  or  present  prices,  the  development  and 
conduct  of  a  promotion  program,  and  dozens  of  other  things. 

Marketing  specialists  are  working  with  growers  and  marketing  agencies  to  get 
these  changes  made,  but  their  work  can  be  made  easier,  the  changes  can  be 
brought  about  quicker,  and  more  people  can  be  reached  if  their  work  is 
supported  by  the  right  kinds  of  publicity. 
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There  are  many  kinds  of  marketing  information  that  should  be  publicized  in 
understandable  form:  Crop  forecasts,  plantings,  market  supplies,  prevailing 
prices,  research  res\ilts  on  a  host  of  subjects,  best  known  marketing  practices, 
etc.  To  be  most  effective  this  information  must  not  be  put  out  with  a  shotgun 
approach  but  aimed  more  precisely  at  the  target  like  a  rifle.  Articles  should 
be  especially  prepared  to  appeal  to  the  group  vhom  we  are  trying  to  influence. 
The  publicity  medium  should  be  carefully  chosen:  bulletins,  popular  leaflets, 
newspaper,  ma^zine,  radio,  or  television.  Exhibits,  displays,  and  demonstra- 
tions can  also  be  helpful. 

Most  people  en^ged  in  information  work  know  little  about  marketing,  but,  at 
the  same  time,  marketing  specialists  are  not  skilled  in  the  handling  of 
publicity.  Hence,  to  get  maximum  resiilts  from  a  marketing  service  program 
more  team  work  between  the  information  man  and  the  marketing  specialist  is 
needed.  Therefore,  one  pixrpose  of  this  work  group  on  publicity  is  to  facilitate 
this  teamwork  in  getting  necessary  action  on  marketing  problems.  An  attempt 
is  being  made  to  give  information  people  a  better  understanding  of  the  kinds 
of  marketing  information  available  and  the  uses  to  which  each  may  be  put.  At 
the  sane  time  we  hope  marketing  specialists  will  get  a  new  concept  of  the 
assistance  they  can  get  from  the  information  man. 

There  is  another  reason  why  we  are  concerned  with  publicity  and  the  contri- 
bution it  can  make  to  a  marketing  program.  This  matching  fund  program  is 
comparatively  new.  It  is  not  as  well  imderstood  as  is  the  work  of  Experiment 
Stations  or  the  Extension  Service.  Perhaps  most  people  in  your  State  don't 
know  what  marketing  service  is.  Certainly  a  large  portion  of  them  don't 
know  wtiat  you  are  trying  to  do,  much  less  why  you  do  it.  A  prevailing  opinion 
of  a  State  department  of  agriculture  man  is  that  he  is  only  a  policeman  out  to 
enforce  a  regulation,  to  levy  a  fine,  or  impose  some  other  kind  of  punishment 
for  infraction  of  some  rule.  I^Iany  people  like  to  avoid  the  policeman,  so  for 
marketing  service  people  to  be  well  received  it  is  necessary  to  dispel  the 
idea  that  all  a  State  department  of  agriciilture  man  does  is  to  conduct 
regulatory  work. 

Yo\ir  people  need  to  know  what  kind  of  marketing  services  you  are  rendering, 
why  you  are  doing  it,  vrtiat  problems  you  are  trying  to  solve,  what  good  it  will 
i  do  if  you  solve  them,  and  it  ceirbainly  would  do  no  harm  for  you  to  let  them 
I  know  some  concrete  results  of  the  work  you  have  already  done.  When  your 
people  find  out  what  you  are  doing  and  what  you  can  do,  persons  with  marketing 
problems  will  seek  your  help  and  your  marketing  specialists  will  be  well 
received. 

In  this  connection  I  woiild  like  to  point  out  that  the  U.  S.  Department  of 
Agriculture  has  a  large  number  of  advisory  committees,  each  usually  having  11 
members,  to  review  and  make  recommendations  on  research  and  marketing  activi- 
ties with  -v^ich  the  Department  is  connected  —  including  yo\ir  matching  fxmd 
marketing  sei-vice  program.  The  members  of  these  committees  come  from  nearly 
all  the  States.  Your  commissioner  has  a  list  of  them.  When  we  appear  before 
them,  or  any  other  group,  to  explain  your  work,  it  would  be  a  big  help  if  the 
individuals  were  acq.\jainted  with  what  you  are  doing.  On  many  occasions  when 
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have  appeared  before  Congressional  committees  to  explain  your  program  it  bas 
been  very  helpful  to  have  one  of  the  members  of  the  committee  take  over  and 
explain  the  activity  in  his  State  and  point  out  the  good  it  has  done. 

Hence,  the  second  reason  why  the  program  committee  planned  a  work  group  on 
publicity  was  its  desire  to  have  your  marketing  program  better  understood  by 
the  citizens  of  your  State.  We  feel  that  an  excellent  program  has  been 
planned  for  the  three  days.  Jack  Gilchrist,  your  work  group  leader,  is  a 
newspaper  man  with  long  experience.  Your  secretary  has  devoted  many  years  to 
information  work.  Excellent  speakers  are  opening  up  the  subject  each  day.  The 
first  day  will  be  spent  on  publicizing  marketing  information,  the  second  on 
publicity  as  a  means  of  expanding  outlets,  and  the  third  on  informing  the  public 
about  marketing  improvements  and  programs.  We  hope  that  after  these  three  days 
you  all  will  have  a  better  concept  of  the  place  of  publicity  in  a  marketing 
service  program,  and  the  tesim  work  needed  between  marketing  specialists  and 
information  specialists. 


IMPROVING  THE  DISSEMINATION  OF  MAEKET  MEWS 

Spencer  G.  Duncan 
New  York  Department  of  Agricultvire  and  Lferkets 

It  would  be  extremely  naive  to  think  that  we  have  reached  the  end  of  the  line 
in  perfecting  the  dissemination  of  o\ir  market  news  reports  or  even  to  believe 
that  we  can  really  reach  the  hoped-for  achievement  of  the  perfect  market  report. 
Market  reporters  have  made  great  strides  in  raising  the  level  of  their  reports 
to  the  art  they  are  considered  today.  In  New  York  State  we  have  been  fort\anate 
in  having  been  chosen  a  proving  ground  for  many  new  market  reports. 

In  as  dynamic  a  world  as  is  this  in  which  we  live,  it  is  imperative  that  market 
reporting  and  the  dissemination  of  this  important  commodity  keep  pace  with  the 
rest  of  the  world.  To  do  this  there  is  more  than  enough  work  to  keep  a  size- 
able' office  staff  busy  writing  interdepartaaental  memorandums  of  methods  that 
have  gone  out  of  style.  Quick,  accurate  reporting  is  needed  in  the  entire 
field  of  market  reporting. 

A  market  reporting  schedule  that  is  adequate  for  potatoes  this  season  may  well 
be  antiqxiated  by  the  time  the  tubers  are  dug  the  following  summer.  The  need 
for  change  in  market  reporting  is  perhaps  more  definite  than  in  any  other 
agricultxaral  endeavor  because  our  reports  reflect  not  only  the  changes  in  the 
marketing  of  agricultxaral  commodities  but  also  the  changing  requirements  of 
the  general  consvuning  public. 

Market  reports  must  change  with  each  whim  of  agrictilture  as  well  as  with  the 
throbbing  tide  of  human  relations.  To  this  great  task  I  must  congratxHate 
market  reporters  for  having  done  a  creditable  job.  But  we  must  also  be 
flexible  eno\igh  to  meet  the  demands  of  a  changing  system  of  communications. 
In  this  area  we  are  open  for  improvement. 
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In  New  York  State  we  have  an  intricate  network  of  market  repoirters  and  report- 
ing stations.  Within  a  matter  of  minutes  our  Albany  office  can  compile  the 
changes  in  a  market  or  marketing  area  with  information  pumped  into  our 
regional  offices  hy  a  competent  staff  of  field  personnel.  If  a  sudden  frost 
kills  a  stand  of  com  in  the  Hudson  Valley  or  an  unpredictable  hail  storm 
raises  havoc  with  the  western  apple  orchards,  we  can  have  this  information 
nearly  as  soon  as  it  happens. 

Field  men  are  then  directed  to  visit  the  affected  areas  and  evaluate  the  extent 
of  damage  and  its  possible  effect  on  the  market.  This  information  is  valuable 
not  only  to  our  marketing  staff,  but  it  is  imperative  that  it  be  relayed  to 
the  consum.er  and  buyers  and  growers  in  all  areas  of  the  State. 

This  is  an  important  area  in  the  dissemination  of  market  news  in  ^ich  I  feel 
we  have  fallen  down.  We  do  not  have  adequate  facilities  to  give  a  statewide 
report  of  this  information  at  the  minute  it  happens.  There  should  be  a  tie-in 
with  radio  and  television  that  would  allow  the  reporting  of  this  valijable 
infonnation  within  a  matter  of  minutes  and  not  just  at  the  schedvLLed  market 
reporting  broadcasts. 

We  do  know  of  one  station  in  New  York  City  that  frequently  refers  to  market 
news  reports  thro\;^out  the  day.  Although  these  spot  broadcasts  are  dedicated 
to  consxmer  information  of  better  buys,  I  think  that,  in  a  pinch,  we  coxild  have 
them  put  out  a  rapid  report  to  farmers.  This  is  the  only  station  in  the  State 
we  know  of  that  might  give  us  this  important  assistance.  It  is  a  step  in  the 
right  direction,  but  we  do  have  more  agriculturally  important  areas  than  the 
heart  of  New  York  City. 

I  believe  that  we  could  expand  to  other  radio  and  television  stations  if  we 
were  to  offer  continuous  service  of  cons\Jiiier  information.  But  radio  and  TV 
are  not  receptive  to  this  idea  unless  they  can  be  guaranteed  of  full  support. 
We  have  not  had  sxifficient  manpower  to  implement  such  a  reporting  service,  but 
we  have  considei*ed  it. 

It  may  have  been  a  poor  example  to  have  chosen  hail  sind  frost  to  bear  out  this 
important  point  of  instant  communication  and  dissemination  of  market  news.  In 
New  York,  such  environmental  conditions  do  happen  and  are  important  but  I  am 
sure  that  some  of  your  States  are  not  confronted  with  these  natural  difficul- 
ties or,  at  best,  they  rate  second  to  other  more  disastrous  handiworks  of 
mother  nature. 

But,  we  all  have  fluctuations  in  the  market  supply  of  agric\iltural  commodities 
and,  with  this  thou^t  in  mind,  I  can  bring  forth  the  thoijight  of  immediate 
dissemination  even  better. 

Recently  in  our  State,  as  with  other  areas  of  the  country,  we  have  had  an  over 
supply  of  medi\am  eggs.  It  was  interesting  to  note  that  the  price  range  between 
mediums  and  large  were  highest  at  the  extremities  of  our  marketing  network, 
that  is,  Buffalo  and  New  York  City.  In  the  central  regional  markets  the  price 
range  was  much  closer.  It  would  be  an  ideal  arrangement  to  have  had 
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comraunication  channels  open  and  availalDle  between  these  market  areas  in  such 
a  manner  as  to  even  the  supply  throioghout  the  State, 

This  problem  could  be  eased  in  a  quick  early  morning  market  report,  by  the 
local  2:radio  stations,  of  the  previous  day's  market  conditions  in  all  of  the 
regicaaal  markets  thoughout  the  State.  Buyers  and  sellers  could  then  benefit 
by  the  information  of  supplies  in  all  sections  of  the  State  rather  than  just 
their  ovn  Immediate  marketing  area.  This  system  would  in  a  sense  broaden  the 
marketing  area  to  include  the  entire  State  and  not  just  regional  sections 
commonly  tho\aght  of  as  one's  market  area.  Out-of -State  suppliers  might  also 
benefit  from  this  instant  report  of  market  conditions  and  lessen  the  load  at 
the  natural  points  of  entry — Buffalo  and  New  York  City. 

To  a  small  degree  we  were  able  to  carry  out  this  type  of  market  news 
dissemination  d-uring  our  last  flush  period  of  medi\iin  eggs.  But  it  was  done 
by  phone  and  not  through  radio  stations,  which  would  have  been  the  ideal  method 
of  dissemination. 

Through  our  narket  news  service  we  were  able  to  alleviate  this  supply  problem 
to  a  degree.  This  was  done  through  another  very  valuable  and  important  service 
of  extended  consumer  reports.  In  these  reports  we  explained  the  good  btiy  that 
was  to  be  had  in  medixjm  eggs.  But  consumers  are  toiJigh  birds  to  deal  with  when 
it  comes  to  changing  handed-down  practices  of  biaying  to  tradition  rather  than 
economic  situations.  This  thought  brings  me  to  one  more  inrportant  phase  in 
the  dissemination  of  market  news  reports. 

Market  reporting  to  the  consumer  can  and  sho\ild  be  a  specialized  avenue  of 
communication  —  not  incidental  to  the  regular  reports  issued  to  the  trades- 
people. In  New  York  State  we  issue  regional  "better  buys"  reports  aimed  direct- 
ly at  the  constimer.  These  reports  are  conducted  on  a  weekly  basis  and  reflect 
the  supply  of  local  commodities  as  well  as  good  buys  on  produce  that  is 
imported  into  the  State. 

The  consxjmer  is  not  particularly  interested  in  the  conventional  market  terral- 
nology  that  we  have  adapted  and  perfected  through  years  of  experience.  The 
cons\amer  can  be  affected  by  our  market  reports.  However,  there  are  a  few 
thoughts  that  should  be  considered  in  writing  a  consumer's  market  report. 

First,  the  consumer  must  be  confident  that  what  we  say  is  the  gospel  truth  and 
if  we  say  the  local  potatoes  are  a  good  buy  they  dam  well  better  be  just  that. 
Secondly,  we  have  to  tell  the  consxaner  that  a  product  is  a  good  buy  in  simple 
everyday  words  -  we  can't  beat  around  the  bush  with  phrases  of  high  and  low 
demand  and  weak  or  steady  supply. 

Once  the  consumer  has  confidence  in  market  reports  as  a  logical  and  easy  way  to 
gaioge  weekly  shopping  expeditions  then  I  believe  we  can  markedly  affect 
conditions  on  the  market,  tferket  reports  are  not  a  panacea  for  stabilizing  the 
market,  but  we  can  do  a  better  job  than  we  have  done. 
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I  mentioned  that  we  have  slipped  some  in  telling  the  consumer  -what  is  a  good 
"buy  "by  disguising  our  meaning  behind  a  conglomeration  of  market  terminology 
that  isn't  uniform  even  among  market  reporters.  In  New  York  we  have  made 
^ins  in  cocrpiling  a  uniform  language  for  market  reporters.  A  regional  market 
reporter  in  Buffalo  can  write  the  same  copy  for  a  New  York  City  reporter  if 
he  were  asked  to  fill  in.  I  am  afraid  that  we  cannot  do  this  with  the  people 
who  read  our  reports,  although  it  woxild  "be  a  great  help. 

The  consumers'  language  is  a  specialized  form  of  communication  in  itself  and, 
although  we  are  "both  market  reporters  and  consiimers,  I  fear  that  we  are  more 
familiar  with  the  language  of  the  marketplace  than  we  are  aware  of  the  common 
talk  of  the  consumers. 

To  a  degree,  the  wire  services  forced  us  to  take  the  path  we  have  taken  hy 
continued  pressure  to  minimize  the  amount  of  copy  that  goes  with  a  market 
report.  In  all  reality  we  shoiold  have  market  reports  that  are  twice  the  length 
they  aire.  Even  buyers  and  sellers  have  difficulty  at  times  in  interpreting 
market  reports  -  and  ccnsxjmers  to  a  large  degree  are  completely  in  the  dark 
with  our  regular  daily  reports. 

A  weekly  or  bi-weekly  consumer  report  of  better  buys  is  an  important  part  of 
market  reporting  but  it  should  be  supplemented  with  a  concise  daily  report  that 
can  be  read  and  understood  by  buyers,  sellers,  growers,  and  consumers. 

One  other  thoiight  that  I  wovild  like  to  throw  o\:it  for  future  consideration  is 
the  idea  of  quoting  prices  and  conditions  of  premixim  lines  of  commodities. 

^fe.ny  States  are  promoting  a  premium  line  product  londer  a  State  trademark  or 
seal  of  quality  label.  In  New  York,  as  you  know,  we  have  been  energetically 
working  with  the  Empire  State  Trademark  Red  Label  program  on  several  important 
products  and  we  feel  that  the  importance  of  this  additional  grade  desei-ves  a 
quotation  of  its  own. 

Inasmuch   as  this  is  a  quality  product  and  an  important  commodity  in  our 
marketing  world,  it  would  be  a  great  boost  to  State-sponsored  promotional 
campaigns  of  these  trademark  products.  A  price  quotation  of  these  quality 
products  might  easily  be  the  added  push  needed  to  have  moi^  producers 
conscious  of  the  importance  of  a  quality  controlled  product. 

I  feel  that  the  items  I  have  mentioned  —  constant  evaluation,  expediency  of 
reporting,  and  the  need  of  a  specialized  consumer  language  —  are  important  as 
the  basic  step  in  improving  the  dissemination  of  our  market  news.  With  these 
items  under  control  we  can  proceed  to  make  better  use  of  the  media  used  in  the 
dissemination  of  news. 

In  New  York  we  make  extensive  use  of  the  press  and  radio.  We  have  tried  to 
tailor  each  report  for  the  different  media  and,  inasmuch  as  television  has 
gained  such  an  important  place  in  the  home,  we  are  exploring  this  important 
field. 
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Television  stations  have  done  a  great  service  to  weather  reporting  by  the  use 
of  maps  and  other  visioal  aids.  With  a  miniiaum  of  effort  on  our  part  I  think 
that  we  can  proceed  down  the  same  avenue  with  a  program  of  interest  to 
consimers,  producers, and  buyers. 

We  must  keep  abreast  of  the  changes  around  us  and  never  believe  that  we  have 
reached  a  point  of  no  further  improvement.  Especially,  we  should  be  cognizant 
of  the  consumers 'needs  because,  with  a  selfish  thoiight  in  mind,  any  report  that 
we  can  write  that  is  of  great  interest  to  the  consimier,  is  also  a  report  that 
newspapers  and  radio  e.nd  television  stations  will  featiire. 


PUBLICIZING  OTHER  KINDS  OF  MARKM'IWG  BIFORMATION 

Bert  Johnson,  l^rketing  Information  Division, 
AMS,  U.  S.  Department  of  Agriciilture 

Our  total  job  in  marketing  information — State  and  Federal — is  very  broad  indeed. 
It  stretches  out  as  wide  and  deep  as  agricultural  marketing  itself. 

We  sometimes  hear  it  said  that  agricultural  marketing  extends  all  the  way  from 
the  farm  g^te  to  the  consumer's  table  and  clothes  closet.  That  is  one  quick 
way  of  indicating  its  scope — and  it  does  serve  to  tell  us  that  marketing  is  a 
many-sided  and  complex  series  of  operations. 

But  still,  that  definition  is  too  limited.  For  marketing  begins  with  the 
producer  who  plans  his  production  ahead  in  light  of  expected  market  demands 
of  the  future — and  \ib.o   must  guide  his  marketings  as  best  he  can  during  his 
seasons  of  production.  And  then,  at  the  cons\xmer's  end  of  the  marketing  chain, 
agricultiiral  marketing  also  includes  the  important  matter  of  consumers' 
reactions  for  or  a^inst  the  products  they  buy. 

In  marketing  information,  therefore,  ours  is  a  broad  charter  of  service  to 
producers  and  consxmers  —  and  to  the  dealers,  handlers,  shippers,  packers, 
storage  firms,  transportation  agencies,  processors,  and  wholesalers  and 
retailers  who  get  farm  products  from  the  farms  to  consumers  at  the  times  needed,, 
and  in  the  quantities  and  forms  cons\miers  want. 

This  is  the  task  that  is  cut  out  for  all  of  us  in  marketing  information  work, 
in  the  State  Departments  of  Agriculture  and  in  the  U.  S.  Department  of 
Agricult\jre .  It  is  a  big  job  calling  for  a  lot  of  cooperation,  a  lot  of  hard 
work  by  all  of  us  —  and  the  use  of  all  the  information  tools  and  talents  we 
can  muster. 

Among  the  tools  we  are  using  —  and  can  still  use  to  even  greater  effect  —  are 
the  many  specific  types  of  informational  source-materials  that  are  available. 
The  operation  of  marketing  paragx-ams  themselves  provide  us  very  often  with 
effective  channels  for  distribution  of  marketing  information.  But  my  remarks 
here  are  directed  largely  at  the  kinds  of  information  we  have  available,  and 
how  we  can  use  them. 
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Agricultural  Estimates 

I  have  here  a  copy  of  the  latest  national  Crop  Report.  It  is  the  product  of 
the  Federal-State  Cooperative  Crop  and  Livestock  Reporting  Service.  In  this 
work,  as  you  well  know,  the  State  Departments  of  Agriculture  and  the  AgricvuLtural 
Marketing  Service  work  together  to  collect  and  publish  current  statistics  on 
crop  and  livestock  production,  prices,  farm  employment,  and  wage  rates.  Most 
of  these  statistics  are  published  monthly  by  States  and  for  the  Nation  as  a 
^ole. 

The  reports  and  releases  ^ich  yo\ar  offices  and  ours  put  out  on  these  statistics 
provide  a  continuing  and  most  basic  service  to  farmers  and  to  the  many  firms 
•jrtiich  handle  farm  products.  They  help  producers  in  shaping  up  their  plans  for 
production  and  narketing.  They  contribute  to  orderly  and  fair  marketing  by 
making  available  acc\irate  and  unbiased  information  to  farmers  and  dealers. 
And  they  provide  information  to  transportation  agencies  and  marketing  finns 
regarding  market  supplies. 

The  Crop  Report,  issued  about  the  10th  of  each  month,  and  Agriciiltural  Prices, 
issued  around  the  28th  of  the  month,  are  factiml  tools  of  the  first  rank. 
Closer  study  and  wider  use  of  these  reports  can  help  all  of  us  in  ovir  market- 
ing work. 

At  the  same  time,  we  have  an  informational  responsibility  —  a  mutiml  one  — 
to  the  Cooperative  Crop  and  Livestock  Reporting  Service.  As  I  see  it,  this 
responsibility  falls  into  three  categories: 

(1)  To  disseminate  current  crop  and  livestock  statistics  to  farmers, 
marketers,  and  others  who  need  xmderstanding  of  agricultural 
conditions  and  problems. 

(2)  To  encoiirage  public  understanding  of  the  increasing  importance 
of  adeq\jate  agricioltural  statistics,  in  order  to  serve  the 
developing  needs  of  an  expanding  and  increasingly  complex  economy. 

(3)  To  continxiously  strengthen  the  cooperation  and  participation  of 
farmers  and  others  in  filling  out  and  returning  the  questionnaires 
sent  regularly  to  them  by  the  State  Agricultural  Statisticians. 

As  you  know,  the  Crop  and  Livestock  Reporting  Service  is  heavily 
dependent  on  the  thousands  of  farmers  in  each  State  who  fill  out 
and  retiom  their  answers  to  queries  on  crop  and  livestock  conditions. 
To  help  with  this  task  is  ESSENTIAL,  for  it  is  a  continuing  job 
of  vital  iuiportance. 

Agricultural  Outlook 

Closely  related  to  the  reporting  of  statistics  from  the  farms  is  the  work  of 
demand,  supply,  and  price  analysis  for  agriculture. 
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This  week  in  Washington  the  economists  and  home  economists  of  the  USDA.  and 
the  Land  Grant  Colleges  are  meeting  in  their  Annual  Agricvatviral  Outlook 
Conference.  They  are  discussing  the  analyses  and  forecasts  of  AMS  economists 
and  those  of  other  Federal  agencies  relating  to  the  national  outlook  for  the 
economy  as  a  -vrtiole,  the  oixtlook  for  next  year's  markets  abroad;  and  the  impact 
of  expected  changes  upon  farm  families,  farm  incomes,  and  specific  farm 
commodities. 

Incidentally,  I  have  a  small  supply  of  the  1959  Agrictatioral  Outlook  Charts 
hook  here,  and  will  pass  them  aroiind  the  room.  Both  the  charts  in  the  front 
and  the  tables  in  back  of  the  book  can  be  very  useful  —  either  as  visual 
information  materials  or  as  soiirces  of  background  data.  It  was  distributed 
yesterday  at  the  Outlook  Conference. 

The  Outlook  Conference  each  year  is  the  take-off  point  for  State  outlook 
programs  in  many  States  during  the  winter  months,  with  many  of  the  State  Exten- 
sion Services  carirying  outlook  infonnation  to  their  farmers  through  county 
and  community  outlook  meetings,  and  throiigh  press  and  radio. 

This  outlook  information  —  and  the  full  set  of  imports  now  being  issued  for 
1959  is  about  a  foot  high  —  repi^sents  a  synthesis  of  all  the  known  import- 
ant facts  bearing  upon  next  year's  farm  prospects.  As  such,  it  is  a  primary 
agent  for  guidance  of  farmers'  production  and  marketing  plans  for  the  year 
ahead  —  and  in  some  cases,  for  several  years  ahead. 

This  is  marketing  information,  in  its  truest  sense,  as  you  are  well  aware. 
Most,  if  not  all,  of  the  State  Departments  of  AgricultiJi^  are  giving  valxjable 
help  during  the  year  in  the  dissemination  of  oTitlook  and  situation  information. 
And  at  least  one  State  —  possibly  more  —  is  helping  its  farmers  and  marketing 
agencies  through  preparation  and  dissemination  of  detailed  and  localized  out- 
look information. 

Outlook  analyses  and  forecasts  are,  of  course,  always  grist  for  the  information 
mil  —  because  they  are  always  of  high  interest  to  news  outlets  and  to  their 
readers  and  listeners.  These  reports  help  explain  piresent  marketing  situations, 
commodity  by  commodity,  ajid  discuss  the  important  factors  in  the  outlook  for 
the  fut\u:«. 

Under  titles  such  as  "The  Demand  and  Price  Situation,"  "The  Farm  Income 
Situation,"  "The  National  Food  Sitijation,"  "The  Marketing  and  Transportation 
Situation,"  and  the  various  commodity  situations,  these  reports  are  issued 
regularly  thro\jghout  the  year.  And,  to  the  full  extent  needed  and  possible, 
they  provide  much  data  by  States  as  well  as  for  the  United  States  as  a  Trtiole. 

"The  Farm  Income  Sitiaation,"  for  example,  publishes  data  by  States  on  fanners* 
cash  receipts  from  marketings,  farm  expendittires,  gross  and  net  farm  income, 
per  capita  income  of  farm  people  from  farming,  aind  net  income  of  farm  people 
from  all  sources.  And  these  are  but  examples  of  the  State  income  data 
published  at  various  times  during  the  year  in  this  one  periodical. 
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"TOie  National  Food  Situation,"  in  t\im,  is  the  parent  report  originating 
statistics  on  per  capita  food  consumption,  and  presents  many  analyses  on  trends 
and  levels  of  food  consumption. 

And  of  coTorse  "The  >fe.rketing  and  Transportation  Situation,"  is  the  one  regular 
jJeriodical  report  of  the  Department  containing  information  on  the  cost  of  the 
"family  market  basket"  of  foods,  and  other  data  on  marketing  costs  and  the 
farmers'  share  of  the  cons\ffiiers'  food  dollar. 

"The  Demand  and  Price  Situation"  is  also  of  great  interest  to  marketing 
specialists  of  all  kinds,  including  marketing  information  people.  This  report, 
a  monthly,  provides  a  r^in-iiown  on  the  sitxjation  and  outlook  for  all  major  farm 
commodities. 

The  usefulness  of  such  information  in  marketing  work  is  very  clear.  It  helps 
us  to  channel  our  attention  toward  the  tasks  of  most  pressing  urgency  for 
producers  and  marketers.  Fuller  use  of  this  information,  I  am  sure,  can  bring 
us  closer  into  t\xne  with  our  rapidly  changing  sitiaation  and  needs  in  marketing — 
and  with  the  changing  situation  of  agricxoltural  production. 

Also,  as  a  -practitioner  myself  in  marketing  information,  I  cannot  fail  to  add 
a  comment  on  this  one  ^olly  practical  aspect  of  our   job.  This  is  just  a 
comment  that  each  of  these  analyses  and  forecasts  provides  us  a  continuous  stock 
of  good  "news  hooks"  to  hang  releases  on  —  and  magazine  stories,  radio  and 
television  programs,  bu]J.etins,  exhibits,  and  even  speeches  by  agricultural 
leaders. 

Let  us   always  remember  that  the  situation  and  outlook  reports  are  marketing 
reports.  They  are  rich  soTirces  of  the  stuff  all  of  us  need  to  do  the  job  in 
marketing  information. 

Regulatory  and  Service  Programs 

I  shall  only  touch  lightly  upon  regulatory  and  service  information.  But  these 
are  too  important  to  agriculture  to  omit  from  discussion. 

I  shall  say  only  that  I  often  wonder  how. well  —  and  even  whether  —  the 
general  public  understands  the  scope  and  purposes  of  the  various  regulatory 
programs  in  marketing. 

What  about  inspection  and  grading?  And  market  news?  Are  we — meaning  Federal 
and  State  people  together — making  it  clear  enough,  and  to  enough  people,  that 
these  services  are  inescapably  essential  if  farm  products  are  to  be  marketed 
economically  to  buyers  in  distant  markets  far  removed  from  the  production  areas? 

In  AMS,  we  administer  a  mmber  of  regulatory  and  service  programs:  marketing 
orders  for  milk  and  certain  crops,  designed  to  assure  orderly  marketing; 
licensing  of  dealers  ^o  handle  farm  products  in  interstate  marketing  channels 
to  protect  farmers  from  dishonest  practices  in  distant  markets;  and  licensing 
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of  warehotises  for  several  major  commodities.  AMS  also  administers  for  USDA.      ^ 
the  Direct  Distribution  Program,  in  which  the  States  distribute  sxirplus  foods 
to  the  needy;  the  Plentifiil  Foods  Promotion  Program,  the  Special  Milk  Program, 
and  the  School  Lxmch  Program.  All  of  these  are  marketing  programs.  And  all 
are  part  of  the  Federal-State  service  programs  in  agricultxiral  marketing. 

Marketing  Research 

The  final  phase  of  marketing  information — of  marketing  data — I  shall  discuss 
is  in  the  area  of  marketing  research. 

When  the  Congress  adopted  the  Agric\iltural  Marketing  Act  of  19^6,  it  opened 
a  great  new  door  to  progress  in  agriculture,  and  in  the  marketing  of  farm 
products.  It  was  legislatively  recognized  that  much  of  agriculture's  problems 
involved  marketing.  Previously,  research  had  concentrated  mostly  on  how  to 
make  two  things  grow  where  only  one  had  grown  before — with  but  little  re^rd 
to  the  marketing  side  of  the  picture.  But  the  Agricultviral  Marketing  Act  at 
last  brought  recognition  to  the  fact  that  we  must,  in  the  end,  find  markets 
for  America's  farm  abundance. 

Under  this  Act,  a  great  new  marketing  research  program  has  been  laimched, 
together  with  a  considerable  realignment  of  programs  to  improve  and  service 
agricultural  marketing.  This  new  research  program  is  proceeding  apace,  both 
in  the  Department  of  Agriculture  and  in  the  Land  Grant  Colleges. 

In  the  Agriciiltural  Marketing  Service,  dozens  of  research  reports  in  marketing 
are  being  issued  every  month — research  ranging  from  reports  on  more  efficient 
layout  for  cotton  warehouses  to  more  economical  packaging  materials  and  methods. 
The  research  program  is,  within  the  marketing  field,  inclusive  of  almost  every- 
thing. 

Perhaps  I  shoiild  explain  that  the  marketing  research  program  is  divided  into 
four  main  groupings:  (l)  Transportation  and  facilities — -where  the  research  is 
on  finding  better  ways  of  handling,  transporting,  and  merchandizing  farm 
products;  (2)  biological  sciences — which  seeks  to  improve  and  maintain  the 
quality  of  farm  products  between  the  farm  and  the  consumer;  (3)  market  develop- 
ment— -idiich  seeks  to  develop  new  markets  and  expand  existing  ones  through 
research  into  consumer  buying  habits,  consiaioer  preferences,  promotion  techniques, 
and  other  developmental  means;  and  (k)   market  organization  and  costs — which 
studies  marketing  costs  and  marketing  structxire,  with  a  view  to  locating 
inefficiencies  within  the  marketing  system. 

And  this  work  is  paying  off  in  good  cold  dollars,  as  well  as  in  many  ways  not 
measurable  in  dollar  terms.  A  partial  count  of  the  dollar  savings  arising 
from  this  work  in  the  past  five  years  shows  actual  and  readily  potential 
savings  of  well  over  25  million  dollars  per  year  in  marketing  costs — which  is 
several  times  the  annual  AMS  appropriation  for  this  research. 

The  new  marketing  data  arising  from  marketing  research  in  the  Department  is 
another  great  and  rich  source  of  informational  materials  on  marketing. 
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Why  is  it  that  the  retail  cost  of  eggs  in  Washington,  D.  C,  is  over  double 
the  price  farmers  receive  in  Minnesota?  A  narketing  research  report  gives  a 
detailed  breakdown  on  the  marketing  charges  and  practices  involved- -aiding 
materially  in  public  understanding  of  agricultural  marketing  problems. 

Why  did  the  recent  rise  in  farm  prices  result  in  an  immediate  similar  rise  in 
retail  prices  of  many  foods- -althoxogh  farmers'  prices  on  the  average  make  up 
only  ho   percent  of  the  prices  consiomers  pay?  Marketing  research  has  shown  us 
that  the  explanation  lay  in  marketing  costs,  \rtiich  had  continued  to  rise  dur- 
ing the  period  when  farm  prices  were  reduced — and  that  the  rising  marketing 
.costs  had  obscured  the  reduction  in  farm  prices. 

i 

What  is  the  best  way  to  load  watermelons  into  a  frei^t  car?  Marketing  research 
has  found  that  long  type  melons  sho\ild  be  loaded  with  sides  of  the  melons  point- 
ing to  front  and  back  of  the  car — not  sidewise  to  the  car,  as  previo\isly.  As 
a  resiolt,  a  25-percent  reduction  in  applicable  freight  rates  on  melons  shipped 
from  points  in  the  so\itheast  to  points  south  of  the  Potomac  and  Ohio  Rivers 
has  been  granted  on  those  shipped  the  new  way. 

What  are  the  advantages  of  new  and  modem  terminal  market  facilities  in  big 
cities,  to  replace  old  and  inefficient  ones?  A  recent  marketing  research 
report  concluded  that  the  savings  in  marketing  costs  would  run  to  several 
million  dollars  per  year  in  the  case  of  Philadelphia — and  the  new  market  is 
aiready  under  construction  there. 

And  so  it  goes.  Research  is  finding  the  proper  temperatures  at  \rtiich  to  store 
tomatoes  and  other  commodities — bringing  substantial  savings.  New  box  liners 
for  apples,  new  methods  of  storage  and  stacking  and  handling,  new  types  of 
consumer  packaging,  and  actijal  field  testing  of  the  results  of  promotional 
advertising  are  subjects  of  this  research.  And  numerous  reports  are  published 
on  consumer  reactions  and  preferences  relating  to  foods,  juices,  cotton,  wool, 
and  other  agric\iltural  products. 

The  results  of  all  these  studies  are  finding  their  way  into  the  uses  expected, 
and  into  the  hands  of  many  users. 

In  these  Marketing  Research  Reports  is  a  great  wealth  of  information  useful 
to  marketing  information  people — becaixse  it  is  information  which  marketers 
need  and  want. 

It  is  my  hope  that  each  of  you  will  keep  fully  abreast  of  this  type  of  infor- 
mation as  it  increases  and  expands  in  the  future,  and  that  you  and  your 
Department  will  continue  to  help  in  getting  it  into  the  hands  of  those  who  can 
use   it  most  effectively  in  the  marketing  of  farm  products.  In  view  of  your 
own  daily  and  close  contacts  with  the  many  different  kinds  of  marketing  people, 
yo\ir  opportunities  for  this  seems  most  enviable. 

And  now  in  closing,  by  way  of  simmiary,  I  have  pointed  out  a  wide  range  of 
statistical,  economic  analysis,  service,  and  marketing  research  data  which 
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are  available  to  us  as  useful  tools  for  our  marketing  information  work.  These 
tools  are  essential  to  doing  the  great  task  before  us. 

Like  any  other  tools,  of  course,  they  will  and  can  be  useful  to  us  only  to 
the  extent  that  we  actually  put  them  to  use — smd  to  the  extent  that  we  improve 
our  skills  in  the  use  of  them.  That  is  the  challenge  of  today  and  tomorrow 
to  marketing  information  workers  throughout  agricioltiore . 


CONCLUSIONS  AND  RE)COMMMMTIONS 

On  publicizing  marketing  information 

Marketing  service  work  is  an  action  program  designed  to  cause  producers, 
distributors  and  consumers  to  make  changes  in  their  methods  of  producing, 
distributing,  and  purchasing  farm  products.  These  changes  can  be  brought 
about  q\iicker,  if  the  work  is  supported  by  the  right  kinds  of  publicity. 

There  is  a  great  need  to  do  a  better  job  of  publicizing  our  marketing  service 
pixigrams  so  that  the  general  public,  as  well  as  specialized  groups,  will  be 
familiar  with  these  programs,  and  with  the  sponsoring  agencies. 

Experienced  publicity  specialists  are  necessary  for  effective  publicity 
programs. 

There  is  a  need  to  acqiaaint  the  public  with  the  full  scope  and  nat\are  of  the 
work  of  the  State  departments  of  agricxilture,  and  to  dissipate  the  notion 
that  they  are  concerned  only  with  regulatory  work. 

State  departments  of  agriculture  need  to  familiarize  themselves  with  all 
marketing  information  available  from  AMS  ajad  to  study  ways  and  means  of  making 
better  use  of  this  information.  They  need  also  to  acquaint  themselves  with 
the  entire  structure  of  news  dissemination,  and  to  c\xLtivate  better  relation- 
ships between  themselves  and  representatives  of  wire  services,  daily  and 
weekly  newspapers,  radio,  and  television. 

All  information  and  publicity  materials  should  be  prepared  in  plain  and  clear 
language  that  can  easily  be  londerstood  at  all  levels. 

The  use  of  State  brands  emd  trademarks  is  steadily  increasing.  There  should 
be  some  study  made  of  problems  that  may  arise  in  recognition  of  this  as  a 
factor  in  market  reporting  and  in  market  information. 
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FUNCTION  OF  AN  ADVERTISING  AGENCY 
IN  PROMOTING  SALES  OF  FARM  PRODUCTS 

Alden  R.  Grimes 
Campbell -Mithim,  Inc. 

Vhen  you're  in  my  business  and  are  invited  to  talk  about  the  role  of  advertis- 
ing agencies  in  promoting  sales  of  farm  products,  there  is  a  temptation  to 
select  favorable  case  histories  to  "prove"  the  value  of  your  service. 

But  there  is  very  little  pxirpose  served  by  such  a  presentation.  It  would 
only  add  to  the  confusion  of  claim  and  counterclaim  as  to  the  value  of 
advertising  in  your  marketing  situation.  It  could  easily  be  more  misleading 
than  helpful  to  those  of  you  faced  with  the  question  of  what  advertising  can 
and  cannot  do  to  solve  agricultural  marketing  problems. 

Let's,  therefore,  spend  the  next  20  minutes  talking  a  little  common  sense 
about  advertising.  Let's  put  it  in  its  proper  perspective  as  one  of  a  variety 
of  marketing  tools  available  to  us.  Let's  recognize  that  it  is  not  advertising, 
but  the  use  made  of  advertising  which  determines  its  economic  contribution; 
that  there  can  be  no  one  "right"  advertising  medium  any  more  than  there  can  be 
caie  hat  size  to  fit  an  customers. 

Let  me  encourage  each  of  you  to  evaluate  advertising  in  terms  of  your  own 
aarketing  needs;  to  use  yoTir  own  common  sense  to  discount  the  glib  generalities 
which  are  being  advanced  by  both  the  unqualified  proponents  and  opponents  of 
advertising. 

;For  the  sake  of  brief  discussion,  let's  confine  oiirselves  to  three  basic 
g.uestions: 

1.  Should  producers  spend  money  to  advertise  farm  commodities? 

2.  What  can  an  advertising  agency  contribute  in  defining  and 
achieving  our  marketing  objectives? 

3.  How  should  we  evaluate  the  sales  effectiveness  of  advertising 
of  farm  commodities? 

I 

1.   The  whole  idea  that  producers  must  assume  marketing  responsibility  is  a 
relatively  new  and  radical  thought  in  agriciilture . 

Traditionally,  our  \rtiole  agricult\iral  economy  has  been  production  rather  than 
marketing  oriented.  Cnxc   objectives  have  been  to  gear  supply  to  demand,  to 
protect  the  producer's  income  in  periods  of  surplus  supply,  to  control  pro- 
duction by  various  means  in  an  attempt  to  restore  a  balance  between  supply  and 
demand,  to  focus  our  attention  on  improving  our  raw  product  almost  without 
regard  to  constjmers'  desires  or  ability  to  perceive  the  improvement. 
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We  considered  demand  only  in  terms  of  rigid  economic  theory.  We  proved  to  o\ir 
satisfaction  that  the  only  significant  influence  on  demand  for  farm  commodities 
vas  price  dictated  by  supply  or  artificial  controls.  , 

And  the  farmer  looked  upon  the  local  creamery,  elevator,  or  processing  plant 
as  his  market.  Once  he'd  sold  his  commodity,  he  left  the  responsibility  of 
processing  and  further  marketing  to  others.  j 

As  a  resiolt  of  this  primary  concern  over  the  years  with  production  problems, 
our  lack  of  knowledge  of  consumers  is  appalling.  We  have  only  scanty  informa- 
tion on  their  product  desires.  Even  our  consia^ption  statistics  are  primarily 
derived  from  product  disappearance  data  rather  than  measurement  of  the  consumer 
market.  We  have  almost  no  knowledge  of  the  potential  market  for  our  commodities 
except  as  we  relate  consiomption  rates  to  poprolation  increases. 

But  markets  are  minds  —  not  population  statistics. 

People  today  buy  products  to  satisfy  desires  rather  than  needs. 

frequently  a  matter  of  \Aiat  they  read  into  the  product  in  terms  of  its  ability 

to  satisfy  desires  than  it  is  the  physical  nature  of  a  product  •vriiich  dictates 

p\u:chases. 

And  markets  are  minds  —  not  stomachs  or  n\itritional  needs. 

The  capacity  of  the  hxoman  stomach  has  little  to  do  with  the  marketing  opportun-  ' 
ity  for  our  farm-produced  foods.  Despite  the  nutritional  values  of  milk,  and 
citrus  Juices,  the  social  and  psychological  appeals  of  coffee  and  soft  drinks  ! 
have  resulted  in  a  phenomenal  increase  in  the  total  consumption  of  liq\iids.  In 
the  case  of  grains,  we  are  concentrating  bulk  by  converting  feed  to  meat  product 
Similar  concentration  and  conversion  opportunities  for  other  food  commodities 
minimize  the  importance  of  stomach  capacity. 

And  markets  are  minds  —  not  pocketbooks. 

The 'idea  that  oior  market  for  farm  products  must  bear  any  direct  relationship  to 
disposable  income  is  an  invalid  hypothesis.  We  have  only  to  look  at  the 
overv^el mi.ng  evidence  that  people  buy  what  they  want.  There  is  no  question  of 
this  when  it  comes  to  buying  a  new  TV  set,  a  new  car,  products  which  offer 
social  or  psychological  values  such  as  prestige  or  status,  convenience  items 
of  a3J-  types  including  foods  with  built-in  maid  service,  new  products  and  new 
product  forms.  Such  purchases  inevitably  demand  that  the  consumer  cut  back  on 
the  quality  or  volume  of  other  products  purchased — products  for  \^ich  there  is 
not  as  compelling  a  desire.  And,  gentlemen,  oxir  farm  commodities  s-uffer  all 
too  frequently  in  such  circumstances  because  of  ovac   failure  to  capture  an 
important  place  in  the  consumer's  mind. 

I'm  sure  that  no  one  will  debate  the  need  of  promotiag  farm  products  in  the 
light  of  this  existing  competitive  market  situation.  It  is  obvious  that  there 
must  be  communication  with  the  consumer  so  that  she  will  select  our  specific 
product  rather  than  a  substitute — or  a  totally  unrelated  item  which  competes 
for  disposable  income. 
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But  the  question  is:   "Sho\iLd  producers  spend  money  to  advertise  fana 
products?" 

And  the  corrolary  question  is  "Doesn't  the  primary  responsibility  for  such 
promotion  rest  vrith  the  processors  and  distributors  rather  than  the  producers 

This  "let  George  do  it"  attitude  is  one  of  the  greatest  dangers  facing 
agriculture  today. 

Because  "George"  isn't  as  worried  about  your  market  as  he  once  was. 
Let's  look  at  some  specific  examples  of  what's  happening: 

You  wheat  producers  who  count  on  the  floujr  mills  to  market  yo\ir  product:  Have 
you  looked  at  their  sales  lately?  They're  now  deriving  a  constantly  increasing 
snare  of  their  business  from  non\^eat  items.  They  have  recently  appointed 
company  officers  to  search  for  new  products  which  will  permit  them  to  diversify 
right  out  of  the  milling  business  into  a  general  foods  type  of  business.  How 
aggressively  do  you  think  they  will  continue  to  promote  ;^eat  products?  Would 
It  surprise  you  to  learn  that  the  promotional  budgets  for  the  major  brands  of 
ilour  have  been  cut  in  half  in  the  last  10  years? 

You  dairy  producers  who  look  to  the  major  processors:  Have  you  noticed  the 
diversification  which  has  taken  place  in  their  product  lines  in  the  last  few 
years?  You'll  find  them  marketing  mar^rine,  jams  and  jellies,  mar shmallows , 
and  a  host  of  other  items  \rfaich  lessen  their  reliance  on  the  markets  for  vour 
milk. 

And,  if  you  dairy -producing  States  aren't  too  concerned  about  that  sort  of 
diversification,  I'd  suggest  you  look  at  what's  happening  to  your  local  dairies. 
Over  one-third  of  them  across  the  co\mtry  are  now  selling  and  promoting 
margarine  because  it  offers  a  better  profit  margin  than  butter.  Last  year,  one 
of  the  largest  dairies  in  the  East  accept^ed  a  marketing  award  for  its  sales 
success  in  promoting  —  not  fluid  milk  —  but  orange  jTiice. 

All  of  you  concerned  with  the  food  market  can't  help  but  be  aware  of  the 
increasing  competition  for  consumer  attention  in  the  supermarkets  across  the 
country,  the  squeeze  on  shelf  and  dairy  case  space. 

Last  year  there  were  over  6,000  new  items  offered  to  food  stores  —  or  an 
average  of  20  new  items  per  working  day.  The  average  store  bought  one  out  of 
every  four  such  items  offered.  For  every  eight  new  items  stocked,  five  old 
products  were  dropped  from  distribution. 

Did  one  of  your  products  get  squeezed  into  smaller  space  vrtiere  it's  less  likely 
to  be  seen  and  purchased?  Did  you  lose  distribution  on  an  \mpromoted  item  such 
as  sour  cream,  a  particular  variety  or  package  size  of  one  of  your  fruits  or 
vegetables?  Did  they  cut  down  on  the  space  for  cheese  in  order  to  make  room 
for  some  new  refrigerated  biscuits? 
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Who,  gentlemen,  is  protecting  yoiir  consumer  market? 

Can  you  name  any  major  processor  or  distributor  of  your  fariii  commodity  wiio  is 
as  reliant  on  its  sales  for  profits  as  that  same  company  was  even  five  years 
ago? 

It's  time  that  we  look  beyond  o;ir  farm  fence.  We  must  recognize  that  our 
markets  are  the  ultimate  consimers — not  the  local  creamery  operators. 
We  must   realize  that  ovir  product  markets  are  of  less  importance  to  processors 
and  distributors  as  diversification  increases. 

We  must  face  up  to  the  absolute  necessity  of  producer-financed  promotion  if  we 
are  to  maintain  and  expand  our  markets. 

We  must  invest  in  communicating  ovir  product  benefits  to  the  consumer  to  insxire 
our  markets  just  as  we  invest  in  fire  or  tornado  insurance  to  protect  our 
investment  in  b\iildings,  livestock,  and  equipment. 

But,  with  the  same  breath  that  I  point  out  the  \irgent  need  of  producer-financed 
promotion,  let  me  urge  that  you  not  rush  into  advertising. 

Advertising  is  not  a  c\ire-all  for  our  marketing  problems. 

Its  fxmction  is  primarily  restricted  to  the  mass  communication  of  ideas. 

Its  success,  therefore,  depends  not  alone  upon  its  ability  to  communicate,  b\it 
also  upon  the  power  of  the  idea  communicated. 

No  reasonable  sunoxmt  of  advertising  can  overcome  serious  deficiencies  in  the 
product  advertised,  its  packaging  or  pricing,  its  distribution,  its 
competitive  situation. 

And  the  idea  which  is  communicated  by  advertising  must  stem  from  one  or  more 
of  these  other  elements  —  preferably  from  the  product  itself. 

If  product,  package,  price,  distribution,  and  competitive  factors  are  favorable,, 
even  mediocre  advertising  can  appear  deceivingly  successftil. 

But,  if  any  of  these  factors  individually  or  in  combination  exert  negative 
pressxire  on  sales  or  weaken  the  power  of  the  idea  being  communicated,  even  an 
outstandingly  successful  campaign  may  do  little  more  than  slow  the  loss  of 
sales. 

It  is  obvious,  therefore,  that  any  advertising  plan  must  be  an  outgrowth  of  a 
thorough  marketing  analysis  and  statement  of  specific  marketing  objectives  for 
the  individijal  product. 

It  is  slLso  obviously  desirable  that  any  weaknesses  in  other  elements  of  the 
marketing  sit^^ation  be  corrected  if  possible  before  advertising  is  undertaken 
if  optimal  results  are  to  be  achieved. 
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If  you  are  contemplating  producer-financed  advertising,  then  I  woiild  suggest 
that  there  can  be  only  one  hroad  marketing  objective:  To  increase  producers* 
profits  from  the  sale  of  farm  commodities. 


Within  this  framework,  the  marketing  objectives  for  individual  products  will 
vary  greatly.  It  is  quite  possible,  as  an  example,  that  no  promotional 
investment  should  be  made  in  certain  products  in  order  that  the  available 
budget  may  be  concentrated  behind  other  products  affording  greater  total 
growth  and  profit  potentials. 

It  should  also  be  recognized  that  it  is  not  always  economically  feasible  to 
attempt  to  expand  the  market  for  a  given  product.  If  the  product  fails  to 
meet  consxmer  desires  or  is  in  poor  distribution,  it  is  obvious  that  these 
deficiencies  must  be  corrected  before  any  investment  is  made  in  expanding  the 

market . 

-•fe,rket  expansion  of  one  pi^Dduct  may  also  reduce  the  opportunity  for  another 
product  ^ich  affords  greater  profit  to  the  same  producer.  Unless  the  growth 
potential  for  the  first  product  is  great  eno\igh  to  produce  greater  profit  from 
the  combined  sale  of  the  two  products,  it  would  be  economic  suicide  to  promote 
the  low-profit  item. 

It  must  be  recognized,  however,  that  various  segments  of  agriculture  cannot 
avoid  competing  with  one  another.  While  it  might  be  argued  that  citrus  juice 
people  shouldn't  compete  with  milk  for  the  breakfast  beverage  market,  it  wo\ild 
be  shortsighted  to  restrict  marketing  objectives  or  promotional  efforts  on 
these  grounds.  In  the  vacuum  of  no  promotional  effort,  the  consumer  dollars 
>riiich  would  come  to  both  of  these  segments  of  agriciiltiire  woiiLd  likely  be  lost 
to  coffee,  tea,  or  some  totally  unrelated  product.  The  debate  of  competitive 
waste  within  agricultiire  is,  therefore,  purely  academic  in  terms  of  practical 
laarketing  considerations. 

2.   What  can  an  advertising  agency  contribirte  in  defining  and  achieving  our 
marketing  objectives? 

Ihe  function  of  an  advertising  agency  in  promoting  sales  of  farm  products  is, 
of  necessity,  an  outgrowth  of  the  marketing  objectives  for  the  specific  product 
being  promoted. 

If  we  accept  increasing  profits  as  our  marketing  goal,  then  it  becomes  the 
function  of  the  agency  to  implement  this  effort  within  its  area  of  responsibil- 
ity— mass  communication. 

Initially,  this  calls  for  participating  as  a  business  partner  in  its  relations 
with  the  client  organization.  It  mtist  have  full  access  to  all  the  marketing 
intelligence  available  in  the  client  organization.  It  must  know  everything 
you  know  —  good  or  bad  —  about  the  specific  farm  product  at  every  level  of 
marketing  from  production  to  iiltimate  consumption. 
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It  must  know  the  product's  possibilities  —  and  its  problems  —  as  you  see 
them. 

And  it  must  know  fully  as  much  about  every   competitive  product. 

The  knowledge  must  be  so  complete  that  it  is  possible  for  the  agency  to 
enumerate  the  specific  problems  which  the  product  faces. 

The  statement  of  these  problems  must  be  sufficiently  complete  so  that  specific 
advertising  objectives  can  be  stated  in  writing  and  mutually  agreed  upon  before 
any  promotional  plans  are  drawn  up. 

In  these  initial  efforts  to  define  objectives,  a  competent  agency  can  make  a 
distinct  contribution  based  on  its  marketing  experience  with  similar  products, 
distribution  channels,  and  consumer  commxmication. 

It  should  have  the  sufficient  detachment  and  objectivity  to  question  elements 
in  the  marketing  sitijation  which  may  have  been  overlooked  or  ignored  by  people 
immersed  in  the  particular  commodity  area  or  unaware  of  competitive  marketing 
procedures. 

Finally,  to  this  body  of  basic  marketing  knowledge  the  agency  should  be 
q\aalified  to  add  creative  insight  and  imagination  to  arrive  at  a  variety  of 
approaches  to  accomplish  the  advertising  objectives.  And  it  should  be  prepared 
to  research  the  alternative  appeaJLs  so  that  favorable  consijmer  action  can  be 
anticipated  within  the  available  budget. 

Your  agency  shoiild  also  be  competent  to  recommend  action  in  all  feasible  forms 
of  comm\xnication  —  not  only  the  large-circulation  paid-advertising  media,  but 
also  in  publicity  media.  It  will  never  propose  placing  advertising  in  print  or 
broadcast  media  without  also  proposing  \fha.t   shoiild  be  done  to  follow-through 
in  terms  of  trade  contacts,  merchandising  efforts,  and  materials. 

Contrary  to  a  lot  of  well-intentioned  but  unqualified  evaluation  of  advertising 
media  by  people  outside  of  oior  business,  you'll  rarely  find  an  agency  which 
concentrates  its  communication  in  a  single  mediimi.  For  the  truth  is  that 
television  may  be  the  most  efficient  or  "right"  medium  to  communicate  a 
particular  type  of  sales  message  to  the  best  prospects  for  one  product,  but 
newspapers,  radio,  or  even  sky-writing  may  be  better  suited  to  another  product's 
needs  and  competitive  marketing  situation. 

3.   How  should  we  evaluate  the  sales  effectiveness  of  advertising  of  farm 
commodities? 

The  simple  but  Tznfortunate  truth  is  that  we  don't  yet  have  the  knowledge  and 
research  tools  to  evaluate  advertising  sales  effectiveness. 

While  there  have  been  many  studies  published  which  purport  to  measure  sales 
effectiveness,  the  bulk  of  these  are  superficial  approaches  which  totally  ignore 
critical  variables  present  in  the  marketing  situation. 
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Let  me  caution  you  about  just  a  few  such  approaches  vhich  may  prove 
dangerously  misleading  as  you  decide  on  advertising  matters  . 

Tests  which  employ  so-called  "control  cities"  as  a  means  of 
evaluation  are  perhaps  the  most  misleading  of  all.  In  such 
tests,  in  addition  to  biasing  influences  resulting  from 
differences  in  popiilation  characteristics,  product  knowledge, 
and  use  patterns,  economic  conditions,  distribution  achieved 
for  test  product,  and  a  host  of  other  factors,  you  also  run 
the  risk  that  temperature,  weather,  civic  events,  and  many 
other  differences  can  easily  affect  sales  more  than  the 
advertising  being  tested. 

Studies  vhich  compare  sales  dxiring  the  test  period  with  the 
same  period  a  year  ago  are  frequently  published  without 
qualification.  The  authors  conveniently  ignore  possible 
sales  influence  exerted  by  changes  in  product,  package, 
pricing,  distribution,  population,  economic  conditions, 
competitive  conditions,  and  a  hundred  or  more  other 
variables.  Again,  these  factors  may  easily  outweigh  the 
effect  of  advertising  on  sales. 

But  the  studies  which  ignore  basic  product  sales  trends  probably  take  the 
prize.  The  trick  here  is  to  watch  for  a  rising  sales  curve  and  then  rush  in 
with  advertising.  You're  then  prepared  to  make  wonderfully  extravagant  claims 
for  the  advertising.  Or,  conversely,  if  you  want  to  prove  how  ineffective 
advertising  is,  you  advertise  in  a  period  vhen  the  sales  curve  is  dropping 
sharply.  At  best,  advertising  probably  won't  much  more  than  hold  the  market 
or  retard  the  declining  sales  trend.  The  odds  against  expanding  the  market 
in  the  face  of  such  a  trend  are  so  greatly  in  your  favor  that  you  just  can't 
fail  to  prove  how  ineffective  it  is. 

In  short,  let  me  say  that  I  can  guai-antee  to  make  a  millionaire  out  of  the  man 
who  can  honestly  measure  the  sales  effectiveness  of  advertising.  The  need  for 
such  measurement  is  critical.  But  the  complete  impossibility  of  isolating  all 
the  variables  in  the  marketplace  and  assigning  values  to  these  variables  means 
that  it  will  be  qmte  a  few  years  before  we  have  any  valid  studies. 

Our  greatest  hope  is  that  the  humanly  impossible  task  of  studying  the 
simtiltaneous  interaction  of  these  variables  may  be  programed  into  an  electronic 
brain  which  will  provide  us  with  a  sound  research  design. 

On  the  positive  side,  however,  we  are  making  progress  in  refining  some  of  the 
methods  of  measiiring  advertising  per  se  --  its  ability  to  communicate. 

In  addition  to  the  development  of  sevearal  reasonably  sound  techniques  for 
measuring  the  size  of  advertising  audiences,  much  progress  has  been  made  in 
evaluating  advertising  in  terms  of  what  is  recalled  after  exposiire;  in  terms 
of  the  meaningfulness  of  this  recalled  message.  WhiJe  this  latter  procediire 
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admittedly  has  many  shortcomings,  it  has  practical  value  in  measuring  attitude 
changes  produced  by  advertising;  in  selecting  between  alternative  advertising 
approaches. 

Today,  then,  determining  the  favorable  predisposition  of  a  consumer  toward 
pTirchase  of  a  product  is  as  close  as  our  techniques  permit  us   to  come  in 
measuring  advertising's  sales  effectiveness. 

BvA   perhaps  the  greatest  evidence  of  the  sales  effectiveness  of  advertising 
is  not  contained  in  such  research  studies,  but  rather  in  %he   fiscal  records 
of  American  business.  For  this  year,  almost  $11  billion  -will  be  spent  to 
advertise  our  coxmtry's  products  and  services. 

In  summary,  let  me  make  just   three  points: 

1.  As  the  processors  and  distributors  of  our   individual  farm 
products  become  less  dependent  on  any  single  raw  commodity 
it  is  becoming  imperative  that  producers  increase  their 
promotional  expenditures  to  protect  their  product  markets. 

2.  Since  our  share  of  the  total  market  is  directly  dependent 
upon  our  share  of  the  consumer's  mind,  the  employment  of 
marketing  and  communication  skills  of  advertising  agencies 
is  essential  to  successful  promotion  of  farm  product  sales. 

3.  There  is  no  known  way  to  prove  statistically  the  precise 
contribution  of  advertising  to  sales  and  profits,  but 
American  business  is  displaying  its  recognition  of 
advertising's  value  by  investing  almost  $11  billion  in  the 

use  of  this  marketing  tool.  It's  time  that  those  of  us  interested 
in  selling  farm  products  recognize  that,  just  as  we  have  begun 
to  use  publicity  to  cairry  o\ar  product  message  to  the  public,  we 
must  now  look  to  the  use  of  the  even  more  powerful  commimication 
and  marketing  tool,  advertising. 

OBTAINING  THE  COOPERATION  OF  INFORMATIONAL  MEDIA  IN 
CONDUCTING  PROMOTIONAL  PROGRAl-IS 

John  L.  Matheson 
New  York  Department  of  Agric\ilture  and  Lferkets 

There  are  many  areas  of  cooperation  that  one  can  speak  of  in  relation  to 
informational  media.  But  ^en  you  are  confronted  with  the  problem  of  promoting 
a  product  and  have  no  consequential  amount  of  money  to  use,   I  interpret  the 
term  "cooperation"  to  mean  the  acquisition  of  free  time  and  free  space. 

I  have  known  promotion  men  -vriao  have  had  trouble  getting  the  coopeiation  of 
infonuational  media,  even  -when  money  was  available.  This  has  not  been  one  of 
my  particular  problems — I  don't  have  to  argue  space  fees,  or  fight  for  discounts- 
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In  oiir  section,  we  have  information  to  give.  We  tailor  it  to  fit  tne  needs 
of  the  media  we  are  dealing  with,  and  we  are  constantly  available  to  fill 
space  when  newspapers,  magazines, and  radio  and  TV  stations  are  out  on  a  limb 
for  material. 

Don't  mistake  the  fact  that  we  are  neophytes  in  this  promotion  g^me,  and  we 
don't  have  a  magic  formula  for  sound  relations  with  informational  outlets — 
but  we  feel  that  we  have  information  that  the  public  craves,  and  perhaps 
newspapers  and  radio  stations  realize  this,  even  more  than  we  do. 

Before  I  discuss  o\ar  relations  with  informational  media  and  how  we  developed 
the  field  of  cooperation — giving  and  receiving — I'd  like  to  take  a  minute  to 
emphasize  the  iciportance  of  cooperation  within  our  own  promotional  organizations. 
By  this  I  don't  mean  cooperation  in  its  normal  sense,  because  supposedly  all 
of  our  organizations  are  composed  of  intelligent  men,  all  rowing  in  the  same 
direction  —  the  promotion  of  agricxilture  and  its  commodities.  But  with  all 
our  intelligence  and  experience,  too  often  this  information  is  hoarded  within 
the  promotion  section.  Instead,  we  should  give  birth  to  these  ideas  and  this 
knowledge  throvigh  informational  media  to  the  general  public,  and  in  a  language 
that  the  public  can  absorb  with  ease. 

It  is  only  a  pleasant  coincidence  that  marketing  specialists  may  also  be  pro- 
ficient editors,  speech  writers,  sind  television  and  radio  production  specialists. 
So  we  find  that  in  our  own  sections  we  have  competent  personnel  to  present  and 
interpret  our  specialized  findings  and  promotional  ideas  in  the  language  of 
the  general  consuming  public — a  specialized  language  in  itself. 

With  this  thoxoght  in  mind,  it  is  imperative  that  we  channel  this  information 
to  these  men  who  can  handle  it,  keeping  in  mind,  of  coiirse,  that  our  publicity 
men  are  not  necessarily  marketing  specialists  and  that  our  first  step  in 
cooperation  and  understanding  begins  right  here  in  our  own  shop. 

But  now  let ' s  talk  about  obtaining  cooperation  of  news  media  outside  our  own 
departments. 

Newspaper  Cooperation 

Newspapers  are  perhaps  most  receptive  to  ovcc  promotional  material,  but,  as 
with  any  written  work  that  these  people  receive — inforaational  or  promotional — 
approach,  quality,  and  timeliness  are  the  determining  factors  for  space 
allocation  and  frequency  of  use. 

It  is  not  difficult  to  have  material  published,  but  I  feel  that  if  we  have  a 
story  important  enough  to  tell,  then  we  should  do  the  best  possible  job  of 
telling  it  right.  Multiple  interpretations  can  often  change  the  meaning  of  a 
story  and  do  harm,  rather  than  the  good  that  was  the  intent  in  original  text. 

In  general,  the  trade  press  and  weekly  papers  don't  have  the  time  to  edit  and 
rewrite  our   material.  Instead  of  rewriting,  they  cut  lines  and  paragraphs  to 
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fit  space  and  conserve  on  expensive  manpower.  Much  to  ova:   displeasure — btrb 
it  is  not  the  fault  of  the  publication — they  sometimes  cut  the  meat  from  our 
story,  or  even  the  entire  story  itself. 

On  the  other  hand,  as  we  do  in  our  section— or  try  to  do  when  practical — we 
study  the  length  of  articles  the  particular  publication  uses,  the  style  they 
use,  and  the  type  of  infonnation  that  they  have  a  thirst  for.  With  these 
things  in  mind,  it  is  almost  impractical  for  them  not  to  use  material  sent. 

Unquestionably,  it  is  difficult  to  have  something  timely  and  sparkling  for 
every  edition.  But  in  our  case,  we  dig  up  material  that  we  can  send  them  for 
use  at  their  discretion.  Newspapers  have  to  have  filler  material,  and  if  New 
York  agricxilture  is  mentioned  in  the  filler,  everyone  is  happy. 

I  feel  that,  in  moderation,  this  is  a  good  idea.  We  don't  want  to  dump  a  lot 
of  trash,  but  there  is  a  happy  medium  of  give  and  take.  And  as  I  said,  although 
we  know  the  quality  that  newspapers  want,  we  are  sti3-l  experimenting  with  the 
qijantity  of  material  they  wiUL  take.  We'd  be  glad  to  send  more,  but  fear  that 
this  can  be  overdone. 

In  other  areas,  we  are  certainly  an  asset  to  newspapers,  and  I  would  like  to 
cite  market  news  as  a  prime  example.  This  information  is  in  demand  and  we  in 
New  York  State  have  been  fortionate  to  be  a  testing  ground  for  experimentation 
in  some  virgin  fields  of  market  reporting. 

Market  reporters  are  craftsmen  in  this  specialized  journalistic  field,  and 
through  the  years  they  have  developed  a  concise  language  of  reporting  this 
highly  perishable  information,  althoxagh,  as  was  broiight  out  in  yesterday's 
meeting,  they  still  need  to  do  a  lot  of  work  in  perfecting  a  completely  under- 
standable report. 

In  addition  to  the  conventional  market  report,  we  in  New  York  have  elaborated 
and  ground  out  a  specialized  weekly  report,  in  the  consumer's  lajiguage,  of 
"better  b\jys."  This  report  is  in  great  demand  by  newspapers  especially  for 
the  food  pages.  It  is  also  easily  tailored  to  support  promotion  campaigas  and 
can  noticeably  affect  consumers'  weekly  purchases,  especially  during  the 
canning  season. 

Altho\agh  in  New  York  we  have  been  blessed  with  numerous  q\jality  crops,  there 
are  a  few  seasons  of  the  year  when  our  agriciiltural  cupboard  is  relatively 
scant  on  perishables  and,  at  these  times,  we  give  a  boost  to  out-of -State 
commodities  that  are  available. 

We  all  realize  the  tremendoiis  importance  of  the  newspaper  in  our  promotional 
efforts.  No  doubt  about  it,  it  is  essential..  In  our  State,  we  have  been 
treated  in  excellent  fashion  by  the  press.  And  we  always  try  to  show  oxix 
appreciation  for  their  gracious  cooperation.  While  on  this  note,  I  might 
mention  that  everyone  here  realizes  the  importance  of  the  press — but  don't 
keep  that  a  secret.  When  we  have  been  treated  especailly  kindly  dioring  a 
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promotional  campaign,  large  or  small,  we  take  time  to  let  the  editor  know  of 
■this  appreciation.  On  a  somewhat  selfish  note,  I  might  add  that  copy 
'immediately  following  these  letters  has  received  even  better  attention. 

Magazines 

Althoi:igh  magazines  are  nearly  as  important  as  the  newspaper  as  an  oxitlet  for 
promotional  material  in  writing,  I  shall  not  speak  at  great  length  on  this 
subject.  The  bvilk  of  my  talk  in  this  field  would  be  in  wonderment  at  how 
great  an  outlet  this  field  may  be.  I  know  that  many  of  you  in  this  room  may 
be  better  qualified  than  I  to  give  an  adequate  opinion  of  ma^zine  outlets. 

On  several  occasions,  we  have  worked  throiigh  magazines,  and  coverage  and 
cooperation  have  been  excellent,  especially  through  the  trade  magazines.  The 
most  important  finding  here  has  been  that  ma^zines,  like  newspapers,  are 
searching  for  material.  They  are  somewhat  more  discriminating  and  material 
must  be  presented  in  a  professional  manner.  The  residijal  effect  of  information 
sent  through  magazines  is  greater  than  that  through  any  other  medium,  but 
promotional  material  must  be  subtle  and  interesting. 

Radio 


The  market  reports  that  I  mentioned  previously  were  perhaps  our  "foot  in  the 
door"  for  radio  time  and,  again,  these  reports  wei^  carefully  tailored  to  fit 
the  needs  of  radio  announcers.  Radio  stations  wanted  this  material,  but  our 
market  reporters  did  not  merely  throw  the  information  at  them;  a  radio  format 
was  worked  o\it  to  make  the  market  report  appealing  and  useful.  And  it  has 
paid  off,  especially  for  us  in  the  promotion  section. 

Radio  is  exciting  and  forceful  in  various  promotion  campaigns.  Our  personnel 
enjoy  radio.  The  vast  coverage  afforded  by  radio  gives  one  an  immediate  sense 
of  accomplishment. 

Up  to  this  time — and  we  are  but  youngsters — our  radio  time  has  been  dedicated 
to  farm  programs  with  a  10-,  15-^  or  20-minute  format.  Presentations  have 
covered  various  topics,  from  the  working  of  the  Department  in  general  to  the 
functions  of  divisions  and  bureaus  within  the  Department.  During  promotional 
campaigns,  we  have  requested  that  oior  talks  be  centered  around  the  particular 
commodities  being  promoted.  During  the  recent  National  Apple  Week  campaign, 
we  were  asked  to  fill  a  15-miniite  slot  over  one  of  the  local  stations  and,  as 
is  o\ir  policy,  we  gobbled  up  the  chance.  We  devoted  the  15  minutes  to  the 
taste-tingling  New  York  apples,  emphasizing  their  excellent  qiiality  and  uses 
for  the  various  varieties. 

The  reception  to  the  program  was  excellent,  but  an  even  more  impressive  fact 
1  was  that  the  station's  disk  jockeys  were  plugging  apples  every  chance  they  had 
after  our  program.  We  were  bewildered,  but  pleased,  until  I  happened  to  talk 
across  the  fence  with  my  neighbor,  an  employee  of  the  station. 
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It  happened  that  a  box  of  apples  was  left  at  the  station,  free  for  the  taking — 
a  great  incentive  to  promote.  And  how  much  time  cotald  you  go  out  and  huy   for 
the  price  of  an  apple. 

We  have  never  requested  radio  time.  We  have  been  solicited,  and  presently  feel 
that  we've  had  our  hands  full  with  the  time  we  have  been  allotted.  As  we  grow 
and  learn,  I  think  that  we  will  expand  in  this  field  and  expect  that,  with 
little  diffic\alty,  we  can  find  ample  radio  time  available  in  public  service 
slots  where  we  can  jiist  about  name  our  own  topics  and  program  format. 

Television 

The  domain  of  television — exciting,  promotionally  inval\aable,  and  expensive — 
is  an  area  where  agriculture  can  shine  brilliantly.  I  say  brilliantly  because 
television  surveys  have  shown  that  agricultural  ratings  on  public  service 
programs  have  continually  surpassed  other  types  of  public  service  programing — 
not  in  the  class  to  receive  an  Emmy, by  any  means,  but  a  rating  that  enjoys 
favor  among  television  producers. 

To  bear  out  this  thoioght,  we  have  recently  extended  our  Sunday  half -hour  slot 
for  a  six-month  period,  at  the  request  of  the  station. 

The  request  was  not  accidental.  It  was  the  result  of  extensive  planning  and 
cooperation.  (Xir  guide  to  vha.t   we  feel  has  been  success  in  obtaining  air  time 
on  television  has  been  our  \mcomplaining  availability.  We  know  our  promotion 
material  is  not  in  such  great  demand  that  we  can  afford  to  be  above  the  call 
of  a  director  in  distress.  We  take  every  minute  of  time  that  we  have  been 
allowed,  and  there  is  always  a  steady  supply  of  material,  so  that  with  a  half 
day's  notice  we  can  put  on  a  15-minute  or  half -hour  show. 

The  Buffalo  station  has  been  most  cooperative  and  it  will  be  ovir  letter  of 
introduction  to  other  stations  in  New  York  State.  How  much  we  can  handle  we 
don't  know,  but  we  have  been  able  to  carry  the  load  so  far.  Up  to  this  point, 
ve  have  been  able  to  fill  all  orders  from  the  experience  and  knowledge  that  have 
come  with  years  of  working  experience. 

I  must  also  congratulate  the  television  help  at  this  station,  for  they  have 
been  able  to  put  our  nonprofessional  performers  at  ease  before  the  camera,  and 
this  in  part  is  why  we  have  been  able  to  put  a  natural  program  on  the  air. 

I  have  elaborated  on  the  ease  of  television  programing  not  to  confuse  you  into 
thinking  that  you  can  go  into  this  TV  field  in  a  slipshod  manner,  but  to 
emphasize  the  fact  that  competent  and  conscientious  promotional  personnel  can 
handle  these  situations.  There  is  no  great  stage  fright  in  television,  and, 
once  this  erroneous  mental  picture  of  fear  has  been  erased,  the  medium  of 
television  can  be  one  of  our  major  outlets  of  promotional  information. 
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■Motion  Pictures  •    . 

Actually,  in  New  York  State  we  have  not  even  skimmed  the  surface  in  the . 
important  informational  field  of  motion  pictures,  V/e  certainly  realize  the 
! importance  of  film  in  the  overall  promotional,  picture,  but  have  not  yet  obtain- 
ed the  technical  manpower  to  carry  out  a  proficient  motion  pict\ire  project. 
In  the  not-toG -distant  fut\ire,  I  hope  that  we  can  plunge  into  motion 'pictures  . 
in  a  fashion  that  this  mediiom  deserves.  ' 

As  a  matter  of  fact,  right  now  it  would  fit  very  nicely  into  o\ir  overall 
philosophy  of  extended  cooperation,  if  we  just  had  a  film  library  and  taped 
radio  talks,  as  a  service  for  television  and  radio,  to  complete  our  principle 
of  being  Johnnie-on-the-spot. 

After  covering  briefly  o\ir  five  major  outlets  for  promotional  material  to  the 
public — radio,  TV,  motion  pictures,  magazines,  and  newspapers — I  hope  I  have 
left  a  definite  undertone  of  the  important  factor  that  carries  along  through 
all  these  five  media:  Cooperation,  and  more  cooperation,  is  the  easiest  way 
to  receive  cooperation. 

With  'informational  media,  as  you  can  see,  it  is  especially  a  give-and-receive 
proposition.  But  a  better  give-and-take  deal  you  coxAldn't  find. 

Occasionally,  various  news  agencies  ask  for  assistance.  They  seldom  ask 
twice.  They  can  tiirn  to  many  other  so\rrces.  And  from  us  they  merely  want  - 
information,  the  very  thing  we  have  to  offer.  But  it  is  important  to  offer 
it  when  they  need  the  material. 

As  I  said,  a  better  give-and-take  arrangement  you  cannot  easily  find,  for  the 
thing  we  are  asked  to  give  is  a  fair  trade  for  the  valuable  free  time  and 
space  that  we  receive. 


EFFECTIVENESS  OF   VARIOUS  TYPES  OF  PUBLICITY  MATERIALS 
IN  CONDUCTING  PROMOTIONS 

John  L.  Rainey 
Pennsylvania  Department  of  Agricultirre 

To  discuss  the  effectiveness  of  different  types  of  publicity  one  must  make  the 
basic  ass\amption  that  publicity  can  be  effective.  I  make  this  assumption 
freely  but  it  is  not  one  that  is  shared  by  everyone,  particularly  those  who 
live  farthest  from  it.  Publicity  is  probably  overrated  by  those  in  entertain-? 
ment,  sports,  and  politics  vto   exist  primarily  on  it.  And  it  tends  to  be 
underrated  by  those  ilho  are  seldom  involved  in  it.  We  deal  primarily  with 
this  latter  group  of  people,  and  for  this  reason  it  is  essential  that  we 
develop  more  information  abo\xt  publicity. 
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I  would  like  to  tell  you  about  oiir  recent  experience  in  this  direction  in 
Pennsylvania.  Our  project  was  not  revolutionary,  but  it  has  served  to  con- 
firm some  theories  and  to  give  us  guides  in  using  different  types  of  publicity 
in  promotional  activities.  It  is  difficult  to  evaluate  effective  publicity. 
Our  project — the  test  introduction  and  promotion  of  Pennsylvania  Certified 
Eggs  in  the  city  of  York,  Pa. — was  an  attempt  to  establish  some  basic  data  in 
this  field. 

But  first  let  us  define  publicity  for  the  purposes  of  our  discussion.  Let  us 
think  of  publicity  as  all  informational  fonns  of  the  printed  and  spoken 
word  and  of  pictures,  but  not  including  the  paid  use  of  media.  This  would 
eliminate  from  our   discussion  —  and  separate  as  advertising  —  paid  space  in 
daily  newspapers,  magazines,  and  other  periodicals;  miscellaneous  publications; 
radio,  television,  billboards,  car  cards,  and  even  direct  mail  advertising. 
We  would,  however,  retain  within  our  definition  of  publicity  paid  demonstra- 
tions and  point-of-sale  materials,  both  of  which  are  admittedly  borderline 
cases,  and  no  purist  in  public  relations  woiild  agree  with  me  on  this  classifi- 
cation. Publicity  we  can  think  of  as  an  informational  activity  rather  than  a 
sales  activity,  but  even  here  the  division  line  is  hazy.  In  some  of  ovx 
promotional  activities  a  part  of  the  mission  of  publicity  may  be  directly  to 
sell,  and  certainly  publicity  in  the  overall  sense  is  an  attempt  to  "sell" 
an  idea  or  a  service  or  a  person  or  a  product. 

There  are  many  types  of  publicity  and  of  advertising.  Two  quite  different 
fields,  for  instance,  are  consumer  publicity  and  tirade  publicity.  Even  if  we 
arbitrarily  define  publicity  we  still  have  trouble  with  determining  effective.- 
ness.  In  the  field  of  advertising  there  are  great  and  continiiing  disputes 
about  effectiveness.  Individual  radio  stations,  the  networks,  newspapers, 
magazines,  and  other  publications  all  have  very  convincing  stories  —  to  tell 
potential  advertisers  —  about  how  their  media  is  best.  It's  sinrply  a  matter 
of  which  set  of  statistics  one  wants  to  use  —  and  vAiich  statistics  one  wants 
to  disregard.  Newspaper  clipping  services  and  radio  reports  make  at  least  a 
tacit  claim  of  being  a  meas\ire  of  effectiveness.  The  best  publicity  informa- 
tion in  the  world  is  of  no  value  if  it  fails  to  appear  in  print  or  on  the  air. 
But  the  fact  that  it  appeared  in  print  does  not  necessarily  mean  that  it  was 
read,  or  if  it  was  read  that  it  was  understood,  or  if  it  was  -understood  that 
anyone  was  influenced  by  it.  Tests  have  been  conducted  to  determine  compre- 
hension of  pieces  that  appeared  in  print  and  there  are  outstanding  examples 
of  publicity  achieving  an  overvrtielming  response:  a  notice  that  a  popular 
entertainer  will  appear  at  a  given  spot  has  frequently  stampeded  great 
numbers  of  people  to  that  spot;  the  mention  of  an"attractive"  common  stock  on 
a  radio  broadcast  has  produced  sensational  gyrations  on  the  stock  market 
immediately. 

I  believe  we  can  establish  that  publicity  can  be  effective.  Anyone  in  the 
publicity  business  has,  I  am  sure,  had  those  disappointing  moments  when  he 
foimd  that  a  particular  effort  was  uncomfortably  ineffective.  In  attempting 
to  run  a  promotional  program  or  in  assisting  a  commodity  group  in  ovir   State 
in  running  its  program,  we  frequently  find  that  we  are  working  with  extremely 
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limited  budgets.  Knowing  something  about  the  effectiveness  of  different  types 
of  publicity  can  be  quite  important  if  we  are  to  make  best  use  of  the  money, 
time^  and  personnel  that  are  available. 

There  are  many  opportunities  for  publicity  in  our  work  and  the  principal  point 
that  I  wish  to  make  is  that  we  should  avoid  dependence  on  any  one  or  two  out- 
lets for  our  efforts.  We  tried  a  number  of  publicity  techniques  —  not  all  of 
the  available  techniques  by  any  means,  but  as  many  as  our  manpower  would  permit- 
in  o\ir  certified  egg  program  in  York.   One  of  the  major  surprises  to  me  was 
that  we  obtained  more  response  from  some  pamphlets  we  printed  —  primarily  one 
sent  as  a  direct  mail  piece  —  than  we  did  from  all  the  radio,  television,  and 
newspaper  publicity  combined. 

But  first  let  me  describe  briefly  how  our  test  operated,  and  then  tell  you 
what  our  preliminaiy  findings  have  been.  Having  recently  begun  State  certifi- 
cation of  eggs  —  grading  under  State  supervision  --  we  decided  to  try  a  test 
introduction  of  the  cartoned  product  and  the  promotion  of  the  product  in  a 
joint  project.  These  were  the  two  major  questions: 

(1)  Can  a  State  label  or  seal  add  sales  appeal  to  a  product? 

(2)  Can  short-term  promotions  increase  the  sales  of  such  a  product? 

There  were  also  a  number  of  other  types  of  data  we  wanted  to  collect  on 
consumer  attitudes  about  the  product  —  \&ere  they  buy  it,  and  why;  how  often 
do  they  buy  it;  what  is  their  imderstanding  about  grades  and  other  identifi- 
cation, etc.  Starting  on  June  I6  last  sijmmer  we  ran  the  test  in  three  4-week 
periods.  We  chose  the  city  of  York  in  consultation  with  Penn  State  University 
because  it  was  felt  to  be  typical  of  Pennsylvania  generally  in  income,  occupa- 
tions, national  origins,  number  of  retail  stores,  and  other  factors,  plus  being 
a  city  with  a  degree  of  isolation  from  other  urban  centers.   Lancaster,  Pa., 
a  city  some  25  miles  away,  was  used  as  a  control  on  the  test. 

We  arranged  with  28  stores  to  give  us  weekly  sales  figures  and  other  data  on 
eggs  —  these  included  ik   chain  outlets.  During  the  first  4-week  period  we 
checked  egg  sales  in  the  stores  and  also  started  our  telephone  survey,  which  I 
will  mention  in  a  minute.  During  the  second  4-weeks  certified  eggs  were  put 
on  sale  in  a  selected  group  of  the  stores.  A  variety  of  systems  was  used. 
One  of  the  chains  went  exclusively  into  certified  eggs.  Another  had  its  own 
cartons  packaged  under  the  certified  program  and  put  both  State  seal  cartons 
and  non-State  seal  cartons  on  display  side  by  side.  Another  chain  put 
certified  eggs  in  two  of  its  outlets  and  kept  two  of  its  outlets  as  its  own 
control.  Results  of  sales  were  obtained  during  these  k   weeks.  At  the  start 
of  the  third  4- week  period  we  began  an  intensive  2-week  promotional  effort, 
sales  results  were  continued  and  the  telephone  survey   continued.  Results  are 
currently  being  analyzed  by  Penn  State  and  we  expect  to  return  to  York  and 
and  Lancaster  for  periodic  checks  to  see  what,  if  any,  changes  are  occ\xring. 

Approximately  3^200  telephone  interviews  were  completed  in  the  two  cities  to 

obtain  information  about  the  use  of  eggs  —  and  the  other  data  which  I  will 
describe . 
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Five  h\mdred  persons  in  York  were  purposely  telephoned  during  each  of  the 
three  l+-week  periods.  Five  hundred  in  Lancaster  were  called  at  the  beginning 
of  the  test  and  repeated  at  the  conclusion.   "New  people"  were  interviewed 
as  the  test  progressed  to  obtain  auxiliary  data. 

An  attempt  was  made  to  use  a  wide  variety  of  promotional  and  publicity 
techniques  in  order  to  demonstrate  the  role  each  has  in  a  market  expansion 
program.  Highlights  of  the  2-week  period  included: 

A  27-foot  house  trailer  outfitted  as  mobile  display  booth. 
20  different  news  releases  for  press,  radio,  and  TV. 
k   radio  interview  programs  and  k   TV  interviews. 
22  public  service  annoxmcements  for  broadcasters. 

Visits  to  the  trailer  exhibit  by  Mayor  Schiding,  Secretary  of 
Agriculture  Henning,  and  the  State  and  Coimty  Poultry  Queens. 

2  seirvice  club  speeches. 

Carton  inserts  in  each  carton. 

350  copies  of  booklet  on  handling  eggs,  mailed  to  each  food 
retailer  in  county  -  "How's  Yoxir  Egg  'Cents'?" 

20,000  copies  of  leaflet  bag-stuffer:  "Do  You  Know  the  Eggs  You  Buy?" 

35,000  copies  of  "What  Makes  A  Good  Egg,"  color  pamphlet  mailed  to 
each  York  home. 

Publicized  schedule  of  queen  visits  to  retail  stores. 

Booklet  "Eggs  Serve  You  When  You  Serve  Eggs"  (from  Poultry  &  Egg 
National  Board)  for  queens  to  distribute  in  stores. 

Store  posters  and  signs  from  PEKB,  imprinted  with  "Buy  Pennsylvania 
Certified  Eggs." 

Visitors  to  the  mobile  trailer  which  was  parked  in  front  of  the  cotorthouse 
were  escorted  througih  the  exhibit  and  a  co\mt  of  3^269  persons  was  made  diiring 
the  two-week  period.  Explanations  of  the  certification  program  and  demonstra- 
tions of  egg  candling  were  handled  by  State  egg  inspectors. 

Because  it  is  in  part  a  measure  of  the  effectiveness  of  the  overall  publicity, 
let  me  tell  you  first  about  the  use-of-eggs  figures  and  store  sales  figures  by 
means  of  an  index  established  for  each  of  the  three  4- week  periods.  Then  I 
win  tell  you  how  we  have  started  oior  evaluation  of  the  publicity  techniques 
employed. 

The  retail  price  of  eggs  got  progressively  higher  in  both  cities  as  the  test 
progressed  and  we  felt  this  was  the  principal  reason  that  the  "average  number 
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of  eggs  used  per  household  interviewed"  decreased  in  Lancaster  from  our  start- 
ing index  of  100  to  a  closing  index  of  92. 

In  York  during  the  three  different  periods,  however,  our  index  went  from  100 
to  96  and  then  "back  up  over  99  during  the  promotion.  Thiis  our  figures  for  the 
average  number  of  eggs  iised  per  household  declined  approximately  8  percent  in 
Lancaster  and  less  than  1  percent  in  York.  Due  to  consumer  buying  habits  in 
these  communities,  we  learned  that  only  about  20  percent  of  the  eggs  were 
purchased  at  retail  stores.  There  aore  many  eggs  available  on  nearby  farms,  a 
large  nxjmber  of  door-to-door  hucksters  operate  in  each  community  and  there  are 
well -patronized  farmers'  markets  in  both  communities.  We  foiand  in  Lancaster 
that  as  the  average  number  of  eggs  used  deci"eased,  the  store  sales  also 
decreased  similarly.  B\it  in  York  as  we  went  from  our  starting  base  of  100, 
the  total  store  sale  of  eggs  rose  1.8  percent  during  the  ^4— week  introduction 
of  the  certified  egg,  and  they  bounced  iip  to  an  index  of  I08  dioring  the 
promotion  period.  This  means  that  while  total  egg  sales  were  very  slightly 
down  in  York,  the  egg  sales  in  retail  stores  jumped  up  noticeably.  The 
certified  eggs  were  available  only  in  retail  stores. 

By  adjusting  the  data  for  York  to  the  control  measijrements  in  Lancaster  —  and 
again  starting  with  an  index  of  100  —  the  promotion  period  showed  slightly 
more  than  8  percent  increase  in  the  average  nxjmber  of  eggs  used  over  what 
woiLld  have  been  the  theoretical  level.  And  by  the  same  method  the  total  store 
sales  of  eggs  in  York  increased  during  the  promotion  period  I8  percent  over 
the  base  period.  We  feel  that  the  test  was  broad  enough  that  we  can  isolate  two 
major  conclusions:   (l)  Consumer  interest  in  the  certified  package  was  suffi- 
cient to  increase  sales,  and  (2)  the  promotional  effort  brought  increased  use 
of  eggs,  most  of  vrtiich  was  reflected  by  an  increase  in  certified  egg  sales  in 
the  stores. 

One  of  the  questions  asked  dxiring  the  telephone  intervrLews  was  "How  did  you 
first  hear  of  egg  certification?"  Of  some  58I  persons  who  were  asked  this 
question  in  York,  approximately  k^  percent  had  not  heard  of  egg  certification. 
Of  those  \th.o   had  heard,  slightly  more  than  I/3  ( 18.93  percent)  said  they  had 
heard  through  the  leaflets,  and  I  would  assume  that  a  major  source  was  the 
direct  mail  piece  ^rfiich  went  to  each  home.  Another  9*8  percent  said  they  read 
about  egg  certification  in  the  newspaper,  3' 9  percent  heard  about  it  only 
through  the  survey  call,  and  3*9  percent  said  they  heard  about  it  at  our 
trailer  exhibit.   Despite  a  rather  complete  schedule  of  public  service 
announcements,  news  broadcasts  and  interviews,  I  was  surprised  to  find  only 
2,2h   percent  responding  that  radio  was  their  first  soixrce  of  hearing  about 
egg  certification.  The  program  on  television  was  much  less  comprehensive  and 
there  orG.y  O.52  percent  responded.  A  third  of  one  percent  identified  the 
counter  displays  as  their  first  knowledge  of  egg  certification  and  the  same 
number  heard  about  it  throiigh  a  minor  variety  of  information.  A  total  of 
1.7  percent  said  they  heard  about  it  from  another  person.  Seven  percent  of  the 
people  were  able  to  identify  two  or  m.ore  so\n*ces  and  these  y^exe   largely  persons 
who  read  the  leaflet,  saw  it  in  the  newspaper,  and/or  visited  the  trailer. 
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In  order  to  see  if  the  infonnation  about  egg  certification  was  leaking  over 
to  Lancaster  and  perhaps  prejudicing  some  of  the  data  there,  we  asked  the  same 
question  in  Lancaster.  Of  ^57  persons  who  were  questioned  there,  we  found 
that  about  5  percent  said  they  had  heard  of  egg  certification  and  most  of  these 
said  they  read  about  it  in  the  newspaper.  We  assume  these  few  people  were 
subscribers  to  one  of  the  York  newspapers  or  to  the  Harrisburg  paper  which 
picked  up  several  of  the  stories. 

By  comparison  with  our  degree  of  saturation  in  York  —  ovx   53  percent  --a 
couple  of  years  ago  Penn  State  foimd  it  was  able  to  reach  91  percent  of  the 
people  in  a  somewhat  smaller  community  during  a  month-long  promotion  concerned 
with  their  "Better  Breakfast  Program."  Not  only  was  their  promotion  more 
extended  in  time,  but  it  had  the  added  advantage  of  great  effectiveness 
through  demonstrations  of  nutrition  in  the  schools.  We  are  not  at  all  unhappy, 
however,  about  reaching  just  53  percent  of  the  people  in  York.  We  feel  the 
techniques  were  all  satisfactory,  with  the  possible  exception  of  the  very 
slight  percentage  which  apparently  noticed  the  point-of-sale  materials. 

There  are  many  conclusions  one  can  draw  about  the  usef\ilness  of  a  State  seal 
and  we  expect  to  adapt  our  program  as  the  analysis  is  completed  by  Penn  State. 
To  evalixate  the  effectiveness  of  the  different  types  of  publicity,  the  answer 
which  became  obvious  to  us  is  that  many  types  are  needed.   Dependence  on  only 
one  type  or  even  two  types  is  going  to  result  in  missing  many  of  the  people  who 
could  be  reached.  Only  7  percent  of  the  people  in  York  said  they  heard  about 
this  progreun  from  two  or  more  of  the  methods  we  used.  Thus  we  find  that  46 
percent  of  the  people  in  York  heard  about  certified  eggs  through  only  one  of 
the  various  publicity  techniques. 

Before  concluding  I  should  mention  one  unexpected  "effectiveness  of  publicity." 
In  the  coiirse  of  contacting  the  Rotary  Club  of  York  to  try  to  schedule  a 
speech  on  certified  eggs  during  the  promotion  period,  I  corresponded  with  the 
Rotary  program  chairman  who,  it  turned  out,  was  associated  with  a  major  dairy 
in  York.  Al  Saylor  eventually  made  the  speech,  and  apparently  it  was  a  good 
one.  In  a  matter  of  hours  the  dairy  official  was  asking  for  help  to  line  up 
a  source  of  supply  of  certified  eggs.  Al  arranged  this  and  as  soon  as  the 
mechanics  could  be  put  into  operation  the  dairy  started  marketing  certified 
eggs  exclusively.  They  even  took  some  of  our  promotional  literature  and 
reprinted  it  at  their  own  expense.  They  feel  they  now  have  the  kind  of  egg 
program  they  had  needed  and  are  enjoying  a  substantially  higher  volume  in  egg 
sales.  I  believe  our  experience  with  the  dairy  points  out  that  it  is  difficult 
to  anticipate  effectiveness  in  publicity. 

In  conclusion  I  would  like  to  stress  that  we  need  more  data.  If  a  commodity 
association  has  $500  or  $700  to  spend  on  a  spot  promotion  we  covild  do  them  a 
real  service  if  we  could  show  them  where  their  efforts  coiild  be  most  productive 
and  help  them  carry  out  that  effort.  Personally  I  am  inclined  to  think  that 
budgets  must  be  much  larger  than  they  have  been  or.  promise  to  be  in  Pennsyl- 
vania if  they  are  to  be  as  effective  in  the  consumer  publicity  field  as  in 
the  dealer  publicity  field.  But  that  is  another  story. 
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I  appreciate  the  chance  to  describe  what  we  are  doing  and  will  appreciate 
knowing  about  other  information  from  other  States. 

CONCLUSIONS  AND  RECOMMENDATIONS 

On  publicity  as  a  means  of  expanding  market  outlets 

Advertising  and  promotional  activities  should  be  carried  on  by  commodity  and 
breed  or^Jiizations,  assisted  where  possible  by  State  Departments  of 
Agricxilture . 

Carefiil  studies  should  be  made  before  engaging  in  any  paid  advertising  or 
promotion  programs.  These  studies  should  include  the  objectives  of  such 
programs,  the  various  advertising  media  available,  and  the  possible  results 
of  such  programs. 

It  is  further  suggested  that  those  contemplating  advertising  programs  confer 
with  an  advertising- agency,  consultant  service,  or  similar  coTJncil  before 
final  commitments  are  made  for  expending  the  advertising  budget. 

It  is  recommended  that  States  continue  to  collaborate  with  the  Plentiful  Foods 
Program  of  the  U.  S.  Department  of  Agriculture  in  their  continuing  efforts 
to  expand  outlets  for  farm  products. 

HOW  PUBLICITY  CAN  AID  IN  BRINGING  ABOUT 
THE  ADOPTION  OF  MARKETING  IMPROVEMENTS 

William  P.  Charron 
Maine  Department  of  Agricult\ire 

In  Maine,  publicity  is  uxilized  as  an  important  part  of  our  overall  marketing 
ajid  promotional  programs.  At  every  opportunity  we  endeavor  to  make  f;ill  use 
of  matter  or  information  that  may  be  spoken,  written,  printed,  or  otherwise 
expressed  in  order  to  focus  the  attention  of  the  public  on  quality  Ifiine  predicts , 

Gentlemen,  a  well-trained,  skilled,  publicity  representative  is  worth  his 
weight  in  gold. 

He  is  an  important  member  of  the  team  that  makes  the  whole  program  work 
smoothly.  By  working  with  the  marketing  specialists  he  is  able  to  pick  out 
such  factors  as  human  interest  angles,  success  stories,  and  many  other  items 
that  add  materially  to  the  program.  These  stories  keep  the  product  in  the  news 
a  little  longer  and  make  more  of  the  public  conscious  of  it. 

Whenever  possible  we  have  our  staff  of  marketing  specialists  spend  much  time 
with  our  publicity  personnel.  By  talking  over  their  projects  or  telling  about 
recent  merchandising  trips,  they  are  making  the  publicity  men  more  familiar 
with  owe   program.  It  becomes  much  easier  for  them  to  talk  and  write  about  our 
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work  effectively.  In  time  they  are  able  to  pick  out  newsworthy  stories  and 
promote  our  products  indirectly.  Many  times  these  important  news  items  would 
slip  by  us  lonnoticed  because  we  are  not  watching  for,  or  do  not  understand 
what  is  news  and  what  isn't. 

As  you  know,  we  have  in  operation  a  program  of  market  service  and  promotion 
for  Maine  potatoes.  To  conduct  this  potato  work  and  our  various  other  projects 
such  as  poultry,  milk,  apples,  beans,  com,  maple  syrup,  and  blueberries,  we 
now  have  a  staff  of  ik  male  and  3  female  marketing  specialists.  Whenever  we 
are  meeting  and  the  fieldmen  or  women  are  going  to  report  on  their  experiences 
and  activities  we  invite  the  publicity  representative  to  sit  in.  Here  is  \rtiere 
he  is  given  a  first  hand  opportunity  to  hear  the  specialists  recite  their  own 
experiences . 

In  addition,  well  in  advance  of  each  special  promotion  or  enterprise  we  advise 
the  publicity  man  about  our  activities  and  plans.  These  data  keep  him  informed 
and  give  him  an  opportunity  to  plan  his  work  ahead  and  fit  them  into  his 
schediile.  In  retxim  he  f\amishes  each  marketing  specialist  with  copies  of  all 
his  publicity  releases  for  his  files  in  order  to  keep  communications  alive  as 
well  as  to  generate  a  continued  interest. 

An  important  phase  of  the  program  in  which  we  believe  we  have  been  rather  lax 
is  publicity  back  to  our  indvistries  and  to  the  trade  in  order  to  stimulate 
them  and  bring  about  the  adoption  of  marketing  improvements.  This  type  of 
publicity  is  of  great  importance.  It  is  not  an  easy  task,  aud  sho\ild  be  a 
part  of  all  programs. 

In  their  work  the  marketing  specialiststravel  far  and  wide  to  many  markets 
where  they  are  able  to  observe  modem  merchandising  practices  such  as  good 
grading,  modem  packaging,  up-to-date  efficient  handling,  modem  warehousing 
utilizing  new  efficient  time  saving  methods,  good  retailer  displays,  and 
successful  in-store  promotions. 

All  these  observations  are  of  real  value  to  any  program  but  are  absolutely 
worthless  if  they  are  kept  in  the  marketing  specialist's  mind,  or  his  file. 
He  should  recite  his  experiences  at  meetings  -v^ere  the  publicity  representatives 
are  present  and  the  material  should  be  made  available  to  them. 

A  good  example  of  what  we  are  discussing  is  as  follows;  A  few  years  ago  the 
Maine  Experiment  Station  conducted  some  work  on  the  washing  of  Maine  potatoes 
\rtiich  were  graded  and  packaged  into  visible  containers  at  the  shipping  point. 
Their  results  showed  conclusively  that  Maines  could  be  washed  and  that  the 
product  broiight  a  premium  in  the  market  place. 

However,  in  spite  of  all  this  work  and  the  reports  published  by  the  researchers 
there  was  a  definite  reluctance  on  the  part  of  oior  prodxicers  and  shippers  to 
wash,  size,  grade,  and  package  their  potatoes  in  visible  containers. 

Many  releases,  talks,  and  demonstrations  were  set  up  by  the  Experiment  Station, 
Extension  Service,  ajid  our  Department,  and  after  a  while  six  or  seven  operators 
set  up  washers  and  were  ready  to  go.  All  this  progress  was  fine,  but  at  this 
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point  we  foiond  that  wholesalers,  receivers,  and  many  chain  operators  were 
saying  "You  shouldn't  wash  Maine  potatoes,  they  will  not  keep,"  or  something 
to  that  effect. 

The  Experiment  Station  had  done  its  job  well  and  no'.r  it  was  up  to  us  to  convince 
the  trade  that  this  "Gem,"  this  beautiful  washed,  clean,  well-graded,  well- 
sized  ^fa■ine  potato  would  sell.  We  found  that  wholesalers  weren't  interested 
so  we  bypassed  them  and  stocked  the  chains  directly  with  the  understanding  that 
if  the  product  didn't  sell  we  would  take  the  loss  and  remove  the  product  from 
the  stores.  Of  course,  the  Maines  sold,  even  beyond  our  expectations  and 
cvistomers  repeated  their  purchases  often. 

Here  again  publicity  releases  were  sent  out  on  how  well  the  washed  potatoes 
were  selling  and  how  the  consumer  enjoyed  pvurchasing  clean,  well-graded,  well- 
sized  potatoes  "srtiich  she  could  see.  Before  long  most  all  the  chains  were  asking 
their  buyers  for  washed  Maines.  It  was  hard  work  and  good  publicity  releases 
were  a  great  help  in  making  the  deal  effective  for  us. 

I  woxild  like  to  point  out  that  this  was  when  we  began  our  program  of  market 
service  and  promotion,  and  since  that  time  we  have  expanded  to  our  present 

setup . 

Another  example  of  where  publicity  to  the  tradespeople  was  effective  was  when 
we  conducted  a  series  of  demonstrations  and  schools  on  poultry  cutting,  pack- 
aging, and  merchandising  for  Maine  grocers.  These  schools  were  well  publicized 
in  advance,  assiiring  us  of  a  good  attendance.  As  the  sessions  took  place  in 
the  evenings,  we  arranged  for  our  staff  to  put  on  demonstrations  on  television 
every  afternoon  in  the  city  or  town  where  the  session  was  to  be  held.  The 
specialists  told  their  audiences  that  here  was  what  their  grocers  were  going  to 
learn  tonight  and  they  should  look  for  qijality  cut-up  packaged  Grade  'A'  Maine 
chickens  at  their  favorite  stores.  At  all  sessions  the  attendance  was  high 
and  interest  was  keen,  which  made  us  all  feel  good.  Best  of  all,  however,  was 
after  the  schools  when  we  observed  that  some  of  the  grocers  had  adopted  the 
methods  demonstrated  for  them  by  the  specialists  and  that  their  sales  were 
increasing  at  a  rapid  pace.  It  was  gratifying  to  note  that  through  good  pub- 
licity and  good  demonstrations  the  demand  for  the  cut -up  packaged  product 
increased  so  much  that  the  processing  plants  began  cutting  up  and  packaging. 
Last  season  we  abandoned  our  sessions  as  grocers  are  now  able  to  obtain  all 
their  supplies  either  from  wholesalers  or  processors. 

Two  summers  ago  we  publicized  the  fact  that  two  of  our  marketing  specialists 
had  attended  a  barbecuing  school  and  were  available  to  put  on  demonstrations 
and  assist  groups  in  setting  up  public  chicken  barbecues.  At  first  we  thought 
that  if  we  had  three  or  four  interested  groups  we  would  be  lucky.  As  it  turned 
out  the  specialistB  were  bxisy  all  summer  emd  worked  almost  every  weekend.  Sales 
of  Maine  chicken  were  up  and  grocers  were  merchandising  the  product  in  split 
form  for  barbecuing.  The  next  sxommer  the  demand  for  their  services  was  even 
greater  as  they  assisted  in  setting  up  27  organizational  barbecues  besides 
their  other  departmental  work.  After  one  release  in  the  "Poultryman"  about 
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their  services,  the  Maine  Department  of  Agricultiire  received  requests  for 
information  from  about  every  State  in  the  Union  and  one  of  the  specialists 
even  furnished  a  Maine  barbecue  sauce  recipe  to  President  Eisenhower. 

The  specialists  now  attend  meetings  and  advise  groups,  organizations,  and 
others  on  how  to  prepare  for  and  to  set  up  a  Maine  Chicken  Barbecue.  They 
also  fximish  specifications  and  plans  for  construction  of  the  equipment.  At 
present  more  and  more  community  groups  are  staging  their  own  barbecues  using 
their  own  equipment.  The  processors  are  cooperating  with  these  groups  by 
making  split  broilers  available  at  all  times. 

The  following  are  some  of  the  publications  which  we  utilize  in  publicizing 
our  product  and  also  in  promoting  the  adoption  of  modern  merchandising: 

Potato  Councillor  Poultryman  Poultry  Digest 

Produce  News  Po\iltry  &  Eggs  "House  Organs" 

The  Packer  Potato  Chipper  (such  as  "Finast" 

Super  Market  News  Broiler  Industry       Food  Marketing) 

Food  Field  Reporter  Turkey  World  Dailies 

Spudlight  Neppco  News  Radio 

Merchandising  Institute  Weekly  Digest  T.V. 

MPIA  Yearbook  Weekly  Papers  Films 

I  have  listed  some  important  points  which  I  believe  a  publicity  representative 
coiiLd  follow  and  be  of  great  assistajice  to  the  overall  marketing  program. 

The  publicity  men  shoiild: 

1.  Keep  informed  of  all  projects  undertaken  by  the  department. 

2.  Analyze  each  project  and  select  elements  that  should  be 

developed  for  specific  types  of  publicity: 

Trade 

Newspapers 
Radio 
Television 
Feature  stories 

3.  Become  familiar  with  the  requirements  of  all  media  in  order 

to  target  material  that  has  best  chance  of  being  used. 

k.       Attend  meetings  at  which  field  men  recite  their  own  experiences 
in  the  field  so  that  they  can  develop  human  interest  angles 
success  stories,  etc.,  gathered  from  their  reports  in  the  field. 

5.   If  possible,  prepare  publicity  material  kit  to  precede  each 
marketing  enterprise. 
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6.  Furnish  copies  of  all  publicity  to  each  field  man  in 

order  to  keep  comnrunications  alive  as  well  as  to 
inform  and  generate  continued  interest. 

7.  Gather  file  of  copies  of  speeches  given  by  various  guests 

at  meetings  —  make  excerpts  pertinent  to  items  of  interest 
to  fieldmen,  etc. 

8.  Prepare  story  lines  for  radio  or  TV  interviews  in  which 

the  fieldmen  participate. 

9-   Prepare  and  provide  home  page  editors,  radio  and  TV  commen- 
tators with  source  material  releases  covering  origins, 
basic  facts,  etc.,  relating  to  products. 

Of  course  we  realize  that  we  are  new  in  the  use  of  publicity.  It  is  a  phase 
that  most  of  us  have  had  a  tendency  to  neglect.  Once  we  all  have  an  oppor- 
tvinity  to  study  and  analyze  its  effectiveness,  however,  I  am  sure  that  we  will 
all  realize  its  importance  to  our  programs  and  make  more  direct  use  of  it. 


SELLING  YOUR  MARKETING  PROGRAM  TO  THE  PUBLIC 

Richard  D.  Chumney 
Virginia  Department  of  Agriculture  and  Immigration 

Better  coordination  in  the  production  and  marketing  of  agricultiiral  products 
is  one  way  to  increase  the  farmer's  income  in  the  face  of  rising  costs.  Our 
modern-day,  rapidly  changing,  complex  agricultural  economy  makes  it  mandatory 
that  all  of  those  engaged  in  the  production  and  marketing  of  farm  products 
keep  up  with  the  times.  The  American  farmer  is  in  a  position  to  continue  to 
make  a  profit  and  to  provide  "more  and  better  food"  to  the  consxomer. 

One  of  the  big  problems  in  coordinating  the  production  and  marketing  of  farm 
products  is  to  get  the  right  kind  of  product  produced,  and  then  have  it  pre- 
pared and  merchandised  in  such  a  way  that  it  will  be  in  demand  by  the  consiomer. 
The  answer  is  to  produce  for  a  particular  market  rather  than  produce  simply 
to  market. 

State  Departments  of  Agriculture,  through  their  marketing  divisions,  can 
render  a  real  service  to  agriculture  by  showing  to  those  in  the  production  of 
food  and  fiber  the  kinds  of  products  that  are  in  demand  by  the  consumer.  In 
our  own  Virginia  Department  of  Agricultiire,  we  feel  that  we  have  made  some 
progress  in  this  direction.  Our  marketing  people  try  to  keep  everyone  in  the 
production  and  marketing  of  food  and  fiber  aware  of  the  likes  and  dislikes  of 
the  consumer.  This  is  not  accomplished  through  the  efforts  of  any  one 
individual,  but  through  the  efforts  of  a  TEAM  working  towards  the  same  goal. . 
"selling  a  marketing  program  to  the  public . " 
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Those  of  you  who  have  had  any  experience  in  commercial  selling,  well  realize 
that  it  is  not  a  simple  task.  Such  is  also  true  in  the  selling  of  a  marketing 
program  to  the  public.  Selling  involves  many  problems _,  but  don't  forget  that 
a.  problem  is  only  a  question  looking  for  an  answer. 

Of  cotirse,  one  of  the  big  reasons  for  selling  a  marketing  program  is  to  make 
some  desired  improvements  in  marketing.  To  get  this  done,  you  must  have  the 
support  of  all  of  those  involved  in  the  production  and  marketing  processes. 

The  selling  of  a  marketing  progiram  to  the  public  can  be  expressed  in  one  word. . 
NA  —  IT  .--  CO.  You  won't  find,  the  word  NAITCO  in  the  dictionary,  but  I 
believe  it  represents  the  fundamental  principles,  in  successful  selling. 

We "feel  that  our  marketing  people  must  be  good  salesmen.  A  salesman  is  just- 
like  an  electric  cord.  He  simply  serves  to  connect  his  organization  with  a  ■ 
need.  . 

The  first  letter  of  NAITCO  is  "N". 

'*N"  is  for  need.  One  of  the  fimdamental  principles  in  selling  anything  is  to 
first  determine  the  need.  Your  marketing  program  will  be  successful  if. 
everyone  involved  feels  that  he  is  helping  to  fill  a  need.  It  is  very  ' 
satisfying  to  be  a  part  of  anything  that  is  worthwhile. 

We  must  remember  that  we  are  living  in  a  highly  competitive  society  with  many 
needs.  Our  capitalistic  system  generates  competition  which  exists  not  only 
among  private  firms  and  cooperative  business  organizations,  but  among 
individuals  and  agencies  of   government  as  well.  It  is  this  competition  that 
has  made  this  Ration  great  and  has  created  the  need  for  better  marketing 
programs . 

Unless  you  can  determine  a  real  need  for  a  marketing  program,  it  is  useless 
to  waste  dollars  and  effort  in  attempting  to  carry  one  out.  If  you  think  there 
is  a  need  for  a  particular  marketing  program  in  your  State,  be  sure  of  this 
need  before  you  start.  A  little  time,  effort, and  dollars  spent  in  the  beginnin 
to  determine  the  need  can  pay  big  dividends.  We  in  Virginia  feel  this  is  a 
sound  approach,  and  even  then  we  can  and  do  make  mistakes.  What  we  might  have 
thought  was  a  real  need,  just  wasn't  there. 

On  example  we  may  cite  of  a  real  marketing  need  in  Virginia  is  the  marketing 
of  Virginia  cattle  throiigh  special  sales  where  they  are  graded  and  sized  .for 
sale.  The  sales  are  organized  by  local  farmer  organizations  who  make  the 
basic  decisions  on  sale  consignments,  rules,  and  regulations.  This  marketing 
program  includes  three  elements:  the  special  sale  technique,  packaging  the 
product  for  consumer  demand  through  grading,  and  securing  farmer  participation 
throu^  a  local  sales  organization.  During  the  last  10-year  period,  from  19^7 
throiigh  1957^  191>019  feeder  calves  have  been  sold  in  special  sales  in  Virginia 
which  have  netted  farmers  $20,803,^75j  and  ^5^598  feeder  yearling  steers  have 
been  sold  in  special  sales,  netting  farmers  $6,367,881.  During  the  past  two 
years,  graded  fat  cattle  sales  were  organized  which  sold  l,98l  head  for  $i(-15,i<-9' 
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rhese  figures  do  not  include  the  if^i-^OOO  head  of  feeder  calves  and  yearling 
steers  that  were  sold  in  special  sales  this  fall  in  Virginia.  Specific  resxolts 
is  "the  proof  of  the  pudding"  in  a  market  service  program.   "Selling  the  need" 
in  Virginia  special  sales  of  livestock  during  the  last  ten  years  has  netted 
farmers  $27, 580,855 •  The  need  for  "better  organized  and  aggressive  selling  of 
Livestock  still  continues. 

rhe  second  letter  of  NAITCO  is  "A" . 

"k^   is  for  atmosphere.  After  we  have  determined  the  need  for  a  marketing 
program,  then  we  must  develop  a  clear  concise  plan  to  fulfill  this  need.  For 
i  plan  to  work,  it  must  be  in  the  right  atmosphere.  Oftentimes  it  isn't  too 
difficult  to  plan,  but  many  times  it  is  diffic\ilt  to  work  the  plan.  The 
atmosphere  in  "vrtiich  a  marketing  program  exists  could  well  determine  its 
success  or  failure. 

Dur  attitudes  toward  ovcc  marketing  programs  create  the  atmosphere  in  which 
we   must  carry  out  these  programs.  Our  attitudes  toward  the  people  with  whom 
we  work,  in  farming; in  industry,  other  State  agencies,  and  in  communications 
are  most  important.  When  we  evaluate  these  attitudes  objectively,  we  can  soon 
determine  whether  or  not  we  have  the  right  atmosphere  for  a  successful  market- 
ing program. 

If  our  attitudes  are  bias  toward  ajiy  group  with  whom  we  work,  a  cold  atmosphere 
lis  ci"eated.  In  such  a  climate  a  program  is  doomed  to  failure.  If  we  are 
determined  to  win  friends  and  influence  people,  we  m\ist  create  a  warm  receptive 
atmosphere;  an  atmosphere  that  infiltrates  the  people  with  \thom  we  work.  In 
this  kind  of  atmosphere,  we  are  off  on  the  right  approach  toward,  selling  a 
marketing'  program  to  the  public.  In  such  an  atmosphere,  everyone  is  headed  in 
the  right  direction  and  p;illing  together  as  a  team.  All  are  striving  for  one 
goal,  that  of  selling  their  program  to  the  public  so  that  it  might  pay  dividends 
to  those  involved.  We  might  say  that  creating  and  maintaining  a  proper  atmos- 
,phere  is  simply  "good  public  relations." 

pur  State  legislatures  are  most  important  in  the  carrying  out  of  a  marketing 
■program.  The  legislatvire  doesn't  operate  the  program,  but  it  does  pass  the 
laws  authorizing  omt  programs  and  appropriates  the  fimds  to  assist  in  financing. 
We  must  convince  the  legislatxire  that  the  programs  are  necessary  and  do  a  good 
enough  selling  job  to  get  the  funds  to  put  the  programs  in  operation.  When 
appearing  before  the  legislatuire,  the  spokesman  must  be  a  real  salesman.  Not 
in  the  sense  of  the  word  of  trying  to  put  something  over  on  someone,  but  in  a 
vay  so  as  to  appeal  to  logic  and  reason  of  the  legislator.  This  person's 
attitude  must  be  one  of  humbleness  and  his  statements  must  be  accurate  and 
convincing  in  every  way.  He  must  create  the  right  atmosphere  in  order  to  get 
the  necessaiy  appropriation. 

Those  of  us  in  marketing  divisions  of  State  Departments  of  Agriculture  occupy 
a  stirategic  position  in  which  we  can  take  the  initiative  to  bring  about 
cooperative  efforts  on  various  commodity  programs.  To  do  this,  we  must  be 
willing  to  share  the  limelight  in  such  a  way  that  our  fellow  workers  in  other 
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cooperating  groups  will  share  part  of  the  credit.  We  in  the  Virginia  Depart- 
ment of  Agriculture  feel  that  we  are  just  a  cog  in  a  big  "fcrtieel,  occupying  a 
liaison  position  among  the  various  cooperating  groups  between  the  producer 
and  the  consumer. 

My  previous  example,  citing  the  accomplishments  of  our  livestock  marketing 
work,  would  not  have  been  possible  had  we  not  had  a  close  "team  approach" 
between  the  livestock  marketing  specialists  at  our  State  agricultural  college 
and  the  marketing  and  grading  personnel  of  our   own  Division  of  Markets.  The 
Extension  marketing  specialists  assisted  in  working  with  county  agents  in 
promoting  and  organizing  special  sales.  Our  grading  service  performed  the 
actual  grading  of  the  livestock  and  assisted  in  the  field  selection  of  live- 
stock to  be  consigned  to  the  sales.  This  cooperative  atmosphere  presented  a 
united  front  to  the  livestock  industry  which  soon  added  another  member  to  the 
team.  This  was  the  Executive  Secretary  of  the  Virginia  Feeder  Calf  Association 

Their  responsibility  included  promoting  sales,  securing  buyers,  and  assisting 
organizations  to  insure  farmer  participation.  Yes,  all  of  us  have  shared  the 
limelight  and  the  credit.  In  return,  Virginia  feeder  calves  have  become  famoufij 
from  Virginia  to  Mississippi. 

In  occupying  such  a  strategic  and  sensitive  position,  it  is  necessary  that  we 
become  alert  to  all  the  techniques  of  cooperation  and  apply  them  wisely, 
diplomatically,  and  without  press\are.  When  we  do  these  things,  thinking  at 
all  times  of  the  job  at  hand  ajid  the  welfare  of  others,  the  atmosphere  that  is 
created  will  be  charged  with  good  feeling  and  enthusiasm.  This  is  a  soiand 
foundation  on  which  to  sell  a  marketing  program  to  the  public. 

The  third  letter  of  the  word  NAITCO  is  "I". 

"I"  is  for  individual.  The  importance  of  the  individxjal  in  selling  a  marketing 
program  cannot  be  over  emphasized.  Individuals  represent  the  building  blocks 
of  any  program.  Every  marketing  person  is  an  individual  with  certain 
characteristics.  It  is  impoirtant  that  we  have  the  right  individ\jal  in  the 
right  place  at  all  times.  It  is  important  that  this  individual  be  selected 
on  the  basis  of  a  meua  to  do  a  particular  job  and  not  j\ist  a  man  to  fill  a  job. 
We  must  employ  and  train  individuals  in  marketing  programs  with  creative  abilil 
They  must  be  capable  of  thinking  for  themselves  and  exercising  good  judgment 
at  all  times. 

If  the  individiials  who  head  up  the  various  programs  are  capable  people,  they, 
in  turn,  will  employ  good  individi;ials  to  handle  the  program  all  along  the  line. 

In  Virginia,  we  have  been  blessed  with  individuals  on  our  staff  who  have  been  , 
dedicated  to  advancing  the  cause  of  better  marketing  of  livestock.  One  of  thejj 
individuals,  Mr.  C.  P.McClaugherty,  is  attending  this  conference  here  today. 
For  over  25  years,  Mr.  McClaugherty  believed  and  was  dedicated  to  the  cause  ofi 
grading  and  sorting  livestock  as  a  method  of  assisting  farmers  to  secure  a 
better  price  and  to  satisfy  buyers.  "Mr.  Mac"  also  possessed  an  aptitude  to 
pick  men  who  were  willing  to  work  long  hours  and  who  were  tall  and  large  enou^ 

160 


to  defend  their  decisions  against  all  opposition.  These  graders  not  only  grade 
feeder  calves,  yearling  cattle,  and  fat  cattle,  but  also  grade  92  percent  of 
the  lambs  sold  in  Virginia. 

They  have  established  a  live  swine  grading  program  in  southeastern  Virginia, 
and  only  this  year  established  a  system  of  grading  feeder  pigs.  This  new- 
venture  of  marketing  feeder  pigs  through  mixed  ownership  and  on  a  grade  basis 
at  special  sales,  has  already  netted  farmers  in  Eastern  Virginia  $20,000.  More 
sales  are  planned  for  this  year. 

We  have  had  equally  capable  individuals  in  ovx   fruits  and  vegetables,  grain, 
and  egg  marketing  programs.  An  organization  built  upon  individuals  selected 
to  do  a  particvilar  job  can  build  a  successful  marketing  program  in  all  of  its 
phases  from  the  producer  to  the  consumer. 

The  fourth  letter  of  NAITCO  is  "T". 

"T"  is  for  tell.  The  next  logical  step  in  selling  anything  after  you  have 
shown  the  need,  created  the  right  atmosphere,  selected  the  right  individuals, 
is  to  tell  everyone  involved  in  the  marketing  program  all  the  details.  Most 
people  do  not  understand  the  process  of  marketing  agricultural  commodities,  so 
it  must  be  told  in  simple,  easy  to  understand  language  in  many  ways.  This 
means  telling  many  people,  many  times,  well  in  advance  of  their  responsibilities 
in  their  particular  part  of  the  marketing  program.  They  must  be  told  in  such 
a  way  that  they  will  want  to  be  a  part  of  the  team.  Use  as  many  means  as 
possible  to  publicize  your  program.  Certainly  these  would  include  the  media 
of  the  press,  radio,  television,  exhibits,  demonstrations,  personal  contacts, 
and  public  speeches. 

Great  latitude  is  provided  in  marketing  to  use  imagination  in  communicating 
the  results  of  marketing  programs.  Individuals  with  fertile  imaginations  can 
accomplish  a  great  deal  toward  developing  market  service  programs.   Imagination 
creates  an  idea.  It  is  through  imagination  that  we  develop  new  and  better 
techniques  for  reaching  the  masses.  It  is  throu^  this  imagination  that  we  can 
learn  to  communicate  these  results  ^erever  we  want  them  to  go — to  farm  organi- 
zations, to  the  great  retail  distribution  system,  to  c\istomers,  and  to  key 
individuals  who  are  powerful  in  legislative  appropriations.  We,  in  Virginia, 
believe  in  an  honest,  straight  forward  approach  of  telling  smd  selling  o\ir 
marketing  programs  to  the  public. 

The  fifth  letter  in  the  word  NAITCO  is  "C". 

"C"  is  for  conservative.  The  conservative  approach  to  any  program  is  usually 
sound.  We  in  the  Virginia  Department  of  Agriculture  feel  that  if  we  have  had 
any  success  in  selling  o\ir  marketing  program,  it  has  been  through  the  conserva- 
tive approach.  Starting  in  a  small  way,  and  gradually  biiilding  the  program  on 
a  so\ind  basis  is  a  good  way  to  not  over  extend  yoiorself ,  become  over  enthusiastic, 
or  to  over  sell  yourself  on  a  particular  need;  when  actually  the  need  does  not 
exist.  With  the  conservative  approach,  you  can  anticipate  many  of  the  pitfalls 
in  your  program,  that  if  not  seen  in  adeqi^ate  time,  could  well  spell  "doom"  to 
yo\ir  efforts.  The  salesman  vho  tries  to  create  a  "flash  in  the  pan  approach" 
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is  usually  a  one- stop  salesman.  He  can  sell  his  program  a  little  better  at 
first,  but  in  the  long  run  he  will  fail.  Every  sale  must  be  tailormade  to 
fit  a  partic-ular  need. 

A  good  farmer  is  usually  a  conservative  farmer.  A  good  businessman,  v^ether 
he  operates  a  wholesale  food  establishment  or  a  large  retail  distribution 
organization,  is  conservative,  practical,  and  balanced.  A  good  marketing 
program  is  a  conservative  program. 

Consumers  as  a  group  are  conservative  people.  They  are  shrewd  shoppers  for 
the  best  q;jality  of  food  at  reasonable  prices.  They  want  as  much  as  possible 
for  every  dollar  spent. 

Our  marketing  programs  must  be  built  on  a  sound  and  conservative  basis.  The 
fees  we  charge  must  be  reasonable,  yet  they  must  be  adequate  to  cover  all  costs. 
The  various  grades  and  standards  we  use  must  be  conseirvative ,  practical,  and 
reasonable.  A  marketing  program  that  is  conservative  in  all  of  its  aspects 
has  a  good  chance  of  being  successful.  The  best  of  people  at  the  top  of  sui 
orgEuiization  cannot  pull  a  marketing  program  through  unless  it  is  set  up  on  a 
sound  and  conservative  basis  from  bottom  to  top. 

The  last  letter  in  the  word  NAITCO  is  "0". 

"0"  is  for  organizations.  An  iiadividual  cannot  sell  a  program  by  himself. 
Groups  of  individuals  make  up  organizations.  Organizations  are  also  involved 
in  the  selling  of  a  program.  Ovic   marketing,  advertising  and  prom£)tion,  chain 
store,  and  farm  supply  organizations  are  all  involved  in  selling  a  marketing 
program  to  the  public.  A  department  of  agricultiire,  regardless  of  how  effective 
it  might  be,  needs  the  full  cooperation  of  all  groups  involved  to  get  the  job 
done . 

An  organization  is  like  a  long  train  pulled  by  a  locomotive  powerful  enough  to 
do  the  job.  A  well  set-up  organization  is  like  a  train  with  every  car  in  its 
right  place  and  each  one  destined  to  a  location  with  a  payload  that  is  needed. 
The  train  leaves  its  base  and  every  car  is  destined  for  some  place  enroute. 
Finally  the  last  car  is  deposited  where  it  belongs  himdreds  of  miles  away.  To 
sell  a  marketing  program  requires  a  train  of  individuals  and  organizations; 
each  connected  properly^  pulling  together  as  a  team,  and  each  with  a  specific 
responsibility . 

A  vital  part  of  one  of  these  teams  has  been  ovx   feeder  calf  association.  It 
is  organized  around  our  local  sales  and  blended  together  on  a  statewide  basis 
through  a  feeder  calf  cooperative  association,  thus  providing  the  farmer  an 
opport\inity  to  have  a  voice  in  his  own  marketing  program.  The  organization 
has  a  check-off  system  on  each  head  sold  through  each  sale.  This  money  is  used 
to  employ  an  Executive  Secretary.  His  job  is  to  secure  buyers  by  promoting 
the  sales  within  the  State  and  in  the  major  cattle  feeding  areas.  The  local 
organizations  establish  rules  and  regulations  and  coordinate  sale  consignments. 
They  have  contributed  immeasiareably  to  the  success  of  our  feeder  cattle  ventiore. 
We  see  tangible  evidence  that  farmer  participation,  through  an  organization,  is 
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essential  to  strengthen  "bargaining  power  in  loarketing  activities.  This  is 
true  in  feeder  calf  sales,  because  the  best  organized  sales,  and  the  sales 
that  possess  the  most  interested  and  aggressive  leadership,  are  those  sales 
that  bring  the  highest  prices. 

Our  marketing  programs  within  our  departments  of  agricxoltvire,  must  fimction 
smoothly  and  efficiently  if  they  are  to  be  successfiil  from  producer  to  consumer. 
In  these  days  of  more  and  more  contracting  and  vertical  integration  in 
agriculture,  more  emphasis  will  be  placed  on  developing  strong  marketing 
organizations . 

Now  we  have  used  each  letter  in  the  word  "NAITCO. "  But, in  so  doing,  you  have 
noticed  that  I  have  placed  these  words  in  such  a  way  that  the  first  letter 
of  each  word  now  spells  the  word  A-C-T-I-O-N.  Yes,  the  selling  of  any  marketing 
program  to  the  public  involves  a  progrejn  of  ACTION.   It  must  be  a  program  in 
^ich  you  are  constantly  striving  toward  making  improvements  in  the  marketing 
process.   It  means  never  letting  up  for  one  instance  or  thinking  that  "George" 
will  get  the  job  done.  A  program  of  ACTION  will  be  an  effective  program. 


In  summary,  remember  that  A  stands  for  ATMOSPHERE  in  \^ich  you  have  set  the 
right  climate  in  which  your  program  must  operate.  "C"  is  for  the  CONSERVATIVE 
approach  to  the  program.  Be  sure  you  have  not  over  estimated  your  resvilts.  Be 
sure  your  program  is  well  financed.   "T"  means  that  you  must  TELL  all  of  those 
involved  in  the  program  just  what  is  expected  of  each  other.   "I"  stands  for 
the  all  important  building  blocks  of  your  program,  the  INDIVIDUALS.   Select 
them  carefully  for  a  specific  piorpose  and  they  will  get  the  job  done.   "0"  is 
for  all  of  the  other  ORGANIZATIONS  that  are  involved  in  the  marketing  program. 
A  division  of  markets,  a  department  of  agriculture,  or  a  single  organization 
cannot  get  a  marketing  job  done  by  itself  in  this  modem  day  agriculture. 

Agriculture  is  no  longer  "agricxilture"  as  we  once  thought  of  it.  It  is  now 
"agribusiness."  This  section  of  our  economy  involves  not  only  the  farmer  in 
the  act\aal  job  of  production,  but  all  of  those  businesses  that  supply  him  with 
production  supplies,  and  all  of  those  businesses  that  take  over  the  buying, 
transporting,  processing,  distribution,  and  merchandising  of  the  products  he 
produces.  All  of  these  organizations  must  be  sold  on  your  marketing  program  if 
it  is  to  be  a  program  of  ACTION. 

The  last  letter  in  the  word  ACTION  is  "N"  for  NEED.  Fulfilling  a  NEED  is  the 
real  reason  for  any  marketing  program  to  exist.  If  the  NEED  for  more  and 
better  marketing  programs  is  taken  care  of,  then  the  farmer 's  economic  position 
will  be  improved. 

One  hundred  seventy-three  million  people  in  this  Nation  will  then  have  food  and 
fiber  available  that  will  be  better  and  cheaper  than  ever  before.  Everyone  in 
the  marketing  program  will  benefit. 

If  you  do  these  things,  you  will  have  marketing  programs  of  ACTION.  The  public 
will  accept  your  programs.  You  will  be  making  a  great  contribution  to  the 
total  economy  of  this  Nation. 
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CONCLUSIONS  AND  RECOMMENDATIONS 

On  informing  the  public  about  marketing 
improvements  and  programs 

In  developing  this  theme  the  work  group  reviewed  the  techniques  of  the  Maine, 
New  York,  Georgia,  Texas,  Virginia,  and  West  Virginia  Departments  of 
Agric\ilture . 

It  was  suggested  that  States,  along  with  other  media  channels,  consider 
presentation  of  their  marketing  service  information  materials  at  such  gather- 
ings as  the  National  Home  Economics  Convention. 

The  group  suggested  also  that  there  is  need  for  closer  cooperation  intradepart- 
mentally  between  the  marketing  men  and  information  men.  Without  such  close 
relationship,  it  was  suggested,  much  worth^ile  and  newsworthy  material  may 
well  be  overlooked. 

Members  of  the  group  agreed  also  that  at  a  futirre  workshop  it  would  be  well 
to  have  members  of  the  working  press  and  other  news  outlets  sit  in  with  the 
publicity  group.  The  group's  thought  was  that  this  would  prove  of  particvilar 
value  to  those  marketing  men  in  attendance  who  in  their  States  do  not  have 
available  the  services  of  tirained  publicity  personnel. 


FPUilS.AND.VEGEIABLES 
Work  Oroup  Sessions 

PROBLEMS  TO  CONSIDER  IN  ORGANIZING  NEW  MARKETING 
AGENCIES  AND  DEVELOPING  NEW  ASSEtffiLY  MARKETS 

Leon  Scott 
Mississippi  Department  of  Agriculture 

INTRODUCTION 

First,  I  woxild  like  to  say  that  I  am  happy  to  be  here  and  have  a  part  on  the 
program  as  we  begin  our  first  day  of  the  1958  National  Marketing  Service 
Workshop  with  the  theme  for  this  Workshop,  "Adjusting  Marketing  Service  Pro- 
grams to  Changing  Conditions." 

I  am  svxe   most  of  you,  especially  those  of  you  like  myself  who  have  been 
connected  with  the  fruit  and  vegetable  industry  for  a  long  time  in  one  phase  or 
another,  are  aware  of  the  many  changes  that  have  and  are  taking  place  each 
day  in  the  marketing  of  fresh  fruits  and  vegetables.  These  changes  began  25 
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years  or  more  ago, with  major  changes  taking  place  during  the  past  10  years, 
and  more  so  in  the  last  5  years.  A  large  nxuaber  of  commodities  that  ve  enjoy 
the  year  round  were  a  IvLxury  a  few  years  back,  especially  highly  perishable 
products,  which  were  available  only  during  the  local  harvest  season.  In 
some  areas  most  of  the  fresh  fruits  and  vegetables  sold  in  local  food  stores 
are  grown  in  the  same  svirrounding  areas.  While  in  other  areas,  as  in  the 
case  of  my  State,  most  of  the  fresh  fruits  and  vegetables  for  sale  by  retail 
food  stores  come  from  some  of  your  States  that  enjoy  a  long  growing  and 
harvesting  season,  or  have  proper  storage  facilities  for  your   product. 

To  supply  the  ever  increasing  demands  for  fresh  fruits  and  vegetables  for  the 
year-roimd  trade,  and  to  help  subsidize  the  farm  income  for  our  growers, 
intensive  new  production  areas  have  and  are  being  developed  at  a  number  of 
points  throughout  the  United  States.  These  new  production  areas  being  develop- 
ed, along  with  the  old  production  areas,  naturally  create  a  number  of  problems 
today  in  our  marketing  service  programs  and  in  the  general  field  of  marketing. 
The  job  of  moving  the  large  volume  of  fresh  fruits  and  vegetables  from  the 
production  areas  to  the  food  stores  certainly  necessitates  the  development  of 
new  marketing  agencies,  assembly  points,  modem  facilities  and  last,  but  not 
least,  the  revision  of  some  of  our  old  marketing  agencies  and  facilities. 

Problems  to  (^onsider 

There  are  so  many  problems  to  consider  in  organizing  new  marketing  agencies 
and  developing  new  assembly  markets  for  a  given  area  that  it  is  rather 
difficult  to  pinpoint  the  specific  problems  that  each  of  us  might  encounter. 
I  will,  however,  attempt  to  outline  some  of  the  problems  that  we  have  come  in 
contact  with  in  Mississippi,  and  no  doubt  you  have  had  or  will  have  the  same 
problems  in  your  respective  States. 

(l)  Production: 

Ample  production  in  the  area  for  which  a  new  marketing  agency  or 
assembly  point  is  being  considered  is,  in  my  opinion,  the  number 
one  problem.   It  has  been  our  experience  in  Mississippi  that  the 
problem  of  constantly  supplying  a  sufficient  number  of  commodities 
in  a  given  area  has  superseded  all  of  our  other  problems  in  market- 
ing. The  production  of  vegetables  has  been  confined  primarily  to 
the  central  and  southern  part  of  Mississippi,  and  for  the  past 
few  years  these  areas  have  developed  rapidly  from  agricviltvire  to 
industry.  Consequently,  we  have  evidenced  the  shifting  of  interest 
on  the  part  of  the  farmers  in  growing  fruits  and  vegetables  to 
industrial  employment  and  part-time  farming,  and  this  situation  has 
made  the  annual  supply  of  fruits  and  vegetables  xmcertain.  I  am 
sure  everyone  here  today  who  has  had  some  experience  in  the  field 
of  marketing  knows  that  the  larger  the  volume  of  different 
commodities  offered  for  sale,  the  greater  the  opportunities  for 
a  successful  marketing  program.  Most  buyers  are  looking  for  a 
well  selected  variety  of  fresh  fruits  and  vegetables;  however, 
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this  is  not  always  essential,  provided  you  have  enough  of 
one  commodity  to  supply  their  demands.  Potatoes,  sweet - 
potatoes,  and  watermelons  are  a  few  of  the  commodities  by 
themselves  that  will  usually  suffice  the  demands  of  some 
buyers.  In  planning  the  organization  of  yovir  new  marketing 
agencies  and  the  development  of  assembly  points  for  a  given  area  to 
be  served,  a  thorough  analysis  should  be  made,  smd,  in  my  opinion, 
the  following  problems  and  answers  are  vitally  necessary  before 
your  final  decisions,  one  way  or  the  other. 

(a)  Survey  the  growers  in  the  area  to  be  served  and  try 
to  determine  from  their  reactions,  whether  or  not 
they  will  actually  support  a  new  marketing 
facility. 

(b)  Try  to  get  assurance  from  growers  that  ample  pro- 
duction can  be  expected  to  support  a  market.  Also 
try  to  determine  the  number  of  commodities  that 

will  be  grown  and  marketed  through  the  new  facilities. 

(c)  Determine  the  method  of  financing  ajid  ownership. 

(d)  Information  should  be  gathered  to  determine  the  type 
carrier  or  carriers  that  will  be  used  to  transport 
the  produce  to  the  consuming  markets. 

(e)  Be  reasonably  sure  that  everyone  concerned  understands 
what  is  trying  to  be  accomplished  and  is  in  accord  with 
the  final  decisions. 

(2)  Location  of  marketing  agencies,  facilities,  and  assembly  markets: 

Another  one  of  ovlt  major  problems  has  been  in  trying  to  locate 
a  new  marketing  facility.  Each  community  within  the  area  to 
be  served  izsually  makes  every  effort  possible  to  have  the 
facilities  established  in  -their  locality.  You  cannot  afford 
to  yield  to  pressure  groups  just  for  the  sake  of  satisfying 
their  demands,  and  if  you  do  so,  and  establish  marketing 
facilities  where  they  are  not  needed,  all  of  yoiir  efforts  will 
soon  turn  out  to  be  a  complete  failure.  In  my  opinion  the 
following  are  some  of  the  factors  to  be  considered: 

(a)  Convenience  for  the  most  growers  to  be  served. 

(b)  Best  convenience  for  'bxxyera. 

(c)  Accessibility  to  both  rail  and  truck  transportation. 

(d)  Accessibility  to  best  highways. 

(e)  Convenient  to  icing  facilities. 
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(3)  Determine  the  proper  grading  and  packing  eq.\iipment  needed: 

Analysis  shovild  be  made  to  determine  the  kind,  size,  suid  qiaantity 
of  equipment  needed  in  a  given  area,  to  accomplish  the  achievement 
for  \^ich  you  have  set  out  to  do.  The  grading  and  packing  of 
fresh  fruits  and  vegetables,  in  accordance  vith  the  official 
standards,  is  the  first  step  required  for  orderly  marketing  and 
efficient  bxiying  and  selling.  Separation  of  products  into 
various  sizes  and  grades  furnishes  a  basis  for  growers  to  pool 
their  products  in  order  that  all  may  share  equitably  in  the 
season's  sales. 

(k)     Management : 

One  of  the  main  factors  and  problems  in  a  successful  marketing 
program  is  the  type  of  manager  or  the  person  delegated  to  be 
in  charge.  Good  management  is  alvays  hard  to  secure  for 
various  reasons,  the  main  reason  in  Mississippi  is  because  of 
short  seasonal  operations  of  the  markets.  When  I  say  good 
manager,  I  believe  he  should  possess  the  following  characteristics: 

(a)  Ability  to  settle  disputes  between  sellers  and  bioyers 
fairly  and  on  an  impartial  basis. 

(b)  He  mxist  \mder stand  the  basic  marketing  principles  and 
reqiiirements. 

(c)  He  must  encourage  both  growers  and  buyers  to  support 
the  facilities. 

(d)  He  must  be  able  to  establish  a  good  reputation  for 
himself,  the  market,  and  the  growers  by  assuring  the 
buyers  that  a  high  qxmlity  product  will  be  provided 
them  at  all  times. 

(5)  Financing  and  ownership: 

By  financing,  I  am  referring  to  the  cost  of  facilities  and 
operations.  I  know  that  the  topic  "Organizing  and  Financing 
Market  Facilities"  will  be  discussed  thorovighly  later  on  in 
our  meeting,  but  I  wo\ild  like  to  discuss  this  problem  briefly 
as  it  concerns  us  in  Mississippi.  We  have  found  out  that 
individuals  and  groups  of  individxjals  have  been  reluctant  to 
make  any  appreciable  investment  in  marketing  facilities  because 
of  some  of  the  problems  that  have  been  outlined  above.  The  new 
marketing  facilities  have  been  subsidized  by  different  county 
governments  with  some  assistance  from  the  Farmers  Central  Market, 
Jackson,  Miss.,  which  is  a  State-owned  institution.  Once  these 
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markets  are  completed  and  equipment  installed,  they  are  us\aally 
leased  on  a  nominal  rental  "basis  to  organized  groups  of  producers, 
cooperatives,  or  corporations. 

(6)  Cooperation: 

The  success  we  have  achieved  in  Mississippi  in  ova:   marketing 
programs  and  service  work  can  be  directly  attributed  to  the 
close  cooperation  between  the  State  Department  of  Agricxilture, 
Extension  Service,  Experiment  Stations,  and  other  agricultural 
agencies  with  the  State.  We  have  tried  to  overcome  all  of  the 
above  problems  and  to  develop  a  soxmd  program  of  production, 
organization  of  new  marketing  agencies  and  developing  new 
assembly  markets  within  the  needed  areas ^  by  working  together 
in  a  cooperative  manner.  A  tremendous  amount  of  work  has  been 
necessary  to  assist  the  farmers  in  meeting  a  large  labor 
shortage  by  mechanization  of  both  production  and  harvesting, 
as  well  as  a  continuing  educational  program  as  to  the  proper 
packing,  packaging,  and  grading;  also  in  the  problem  of 
determining  consumer  demands,  and/or  preferences,  and  getting 
this  information  back  to  the  producers. 

(7)  Concl\ision  and  summary: 

I  would  like  to  urge  all  of  you  who  might  be  planning  a  new 
marketing  agency  or  developing  assembly  points  to  make  a 
thorough  analysis  of  your  individual  problems  within  your  own 
State  before  you  go  too  far  with  the  establishment  of  new 
marketing  facilities. 

The  following  are  a  few  of  the  factors  that  can  have  a  detrimental  effect  upon 
the  success  of  a  market,  definitely  on  a  small  market: 


(a 
(b 
(c 
(d 
(e 
(f 

(s 


Lack  of  sufficient  production. 

Improper  facilities. 

Poor  location  of  facilities. 

Poor  management. 

Lack  of  cooperation  between  an  concerned. 

Failure  to  secure  sufficient  competitive  cash  buyers, 

Unsatisfactory  financing  and  ownership. 


PROCEDURAL  STEPS  IN  DEVELOPING  A  NEW  MARKETING 


ORGANIZATION  AND  PROGRAM 

J.  E.  Youngblood 
South  Carolina  Agricultural  Marketing  Commission 

The  easy  way  to  get  at  this  subject  would  be  to  prepare  all  the  needs  required 
in  the  development  of  a  new  marketing  organization  and  slip  them  into  a  UNIVAC 
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machine,  then  pluck  the  answers  from  the  outlet  slot.  However,  since  one  of 
these  loachines  is  not  available  here  in  Springfield  I  will  be  forced  to  do 
the  job  by  hand. 

Knowing  ftill  well  that  it  will  be  trite,  I  cannot  forego  the  statement  that  it 
is  more  necessary  now  than  ever  before  to  take  a  close  look  at  the  steps  lead- 
ing to  the  development  of  such  a  project.  This  is  true  because  of  the  many 
changes  going  on  in  ovr   marketing  situations  today.  Not  only  are  these  changes 
nxomerous  but  many  of  them  are  revolutionary  in  character  and  forerunners  of 
trends  which  will  lead  us  we  know  not  where.  Examples  are  prepackaging, 
freezing,  transportation  innovations,  integrated  schedioles,  specification 
buying,  etc.  These  factors  cannot  be  ignored,  along  with  many  others,  when 
blueprints  are  made  for  assembly  market  or^nizational  and  physical  structures. 

Now  undoubtedly  the  type  and,  natiorally,  the  procedural  steps  would  vary 
according  to  the  commodity  --or  commodities  --  and  the  existing  local 
conditions.  That  is,  some  of  the  steps  would  vary.  Some  of  the  basic  ones 
would  apply  re^rdless  of  the  type,  character,  or  size  of  the  enterprise. 

Probably  the  safer  plan  in  conforming  at  least  fairly  well  to  the  topic  title 
woxild  be  to  take  a  specific  example  and  develop  it.  This  would  be  done  with 
the  understsmding  of  the  group  that  it  represents  an  illus  ration  only  and 
could  be  nade  subject  to  variations  to  fit  local  "climates."  This  is  the  case 
history: 

1.  A  section  is  a  concentrated  watermelon  center.  Years  ago  the 
practice  was  to  load  in  rail  cars.  Motor  trucks  changed  this. 
Trucks  going  directly  to  fields  gradually  demoralized  the  price 
structure.  No  adequate  focal  point  was  available. 

2.  Growers  grew  more  and  more  aware  that  some  sort  of  stabilizing 
influence  was  a  critical  need. 

3.  Growers  requested  aid  from  the  county  agent  and  the  marketing  agent. 

k.     A  survey  was  made  by  the  Land  Grant  College  into  an  array  of 
factors  which  would  determine  the  feasibility  of  an  organized 
market  place.   (This  included  such  things  as  average  production, 
distances,  selling  practices,  size  farms,  acreage  availability, 
etc.)   The  conclusions  indicated  that  an  assembly  market  would 
be  feasible. 

5.  Growers  formed  ajQ  informal  steering  committee  and  undertook  to 
"take  grower  contributions"  \rtiich  wovild  be  converted  into  common 

stock  if  the  effort  succeeded  or  returned  if  it  failed. 

6.  The  steering  committee  requested  amd  received  a  commitment  for 
matching  funds  from  the  State  Marketing  Commission. 
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?•  A  charter  vas  applied  for  and  received.  A  constitution  and  by-laws 
adopted.  Officers  and  a  Board  of  Directors  were  elected  by  the 
grower-members . 

8.  This  Board  selected  a  site,  bought  materials,  borrowed  the 
services  of  a  co-unty  prisoner  who  was  a  building  contractor, 
auid  built  the  structures.  Furthermore,  the  Board  prevailed 
upon  the  County  Legislative  Delegation  to  pave  the  entire 
area. 

9«  The  Marketing  Commission  "loaned"  the  Market  a  specialist  to 
set  up  operations  and  to  run  the  affairs  for  the  first  season. 

10.  The  Board  made  rules  and  regulations  by  >rtilch  the  project  would 
operate . 

11.  At  year's  end  a  report  of  the  operation  was  given  to  the  full 
membership,  at  \riaich  time  plans  for  the  following  year  were 
made  and  a  slate  of  officers  duly  elected. 

Note;  The  Board  of  Directors  gave  unstintingly  of  their  time,  meeting  almost 
incessantly  to  transact  the  many,  many  bits  of  bvisiness  incident  to  such  an 
\jndertaking.  In  all  things  they  assumed  a  strict,  business-like  approach 
to  every  detail. 

Result:  Hie  project  is  a  glowing  success. 

In  these  brief  statements  the  basic  elements  involved  in  developing  an 
assembly  market  have  been  outlined.  I  have  endeavored  to  pict\ire  a  compara- 
tively simple  framework.  Others  will  no  doubt  fill  in  the  variations  and 
additions  as  this  Workshop  Section  digs  deeper  into  this  subject. 


CONCLUSIONS  AND  RECOMMENDATIONS 

On  appraising  the  needs  for  new  marketing  facilities 
at  the  local  assembly  level 

The  first  speaker  discussed  the  many  problems  to  consider  in  organizing  new 
marketing  agencies  and  developing  new  assembly  markets  for  a  given  area. 
Various  factors  to  be  investigated  auid  considered  were  discussed  at  some 
length  xonder  the  headings  of  production,  location  of  marketing  agencies, 
facilities  and  assembly  markets,  proper  grading  and  packing  equipment  needed, 
management  requirements,  financing  and  ownership  aspects,  and  the  need  for 
close  cooperation  between  various  State  agencies  in  working  with  growers  in 
setting  up  a  marketing  program.  Special  emphasis  was  placed  on  the  importance 
of  making  a  thoro\ish  analysis  of  the  individual  problems  within  a  State  before 
going  too  far  with  the  establishment  of  new  marketing  facilities. 
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A  few  of  the  factors  which  can  have  a  detrimental  effect  upon  the  success 
of  a  market  were  outlined  as  (a)  lack  of  sxifficient  production,  (b)  improper 
or  poor  location  of  facilities,  (c)  poor  management,  (d)  lack  of  cooperation 
between  all  concerned,  (e)  failure  to  secxire  competitive  cash  b\jyers,  and  (f) 
ixnsatisfactory  financing  or  ownership. 

The  procedural  steps  in  developing  a  new  marketing  organization  and  program 
were  outlined  by  the  next  speaker  by  illustrating  a  specific  instance  whereby 
a  narketing  organization  and  facility  were  set  up  in  his  State  for  the  market- 
ing of  watermelons  and  cantaloupes. 

He  also  emphasized,  as  did  the  first  speaker,  the  importance  of  a  thorough 
analysis  of  the  situation  before  attempting  to  set  up  a  marketing  facility. 

The  group  discussion  which  followed  was  centered  around  the  problems  of 
developing  new  fmit  and  vegetable  areas  in  the  various  States  represented. 
Problems  encountered  in  developing  marketing  orgsmizations  and  facilities  in 
old  established  production  ai^as  were  also  discussed  at  some  length. 

It  was  generally  concluded  from  this  discussion  of  developing  new  assembly 
markets  and  new  marketing  organizations  that  adequate  supplies  of  acceptable 
quality  produce  to  meet  the  need  of  present  day  b\jyers  is  an  important  pre- 
requisite in  setting  up  a  marketing  facility. 

Problems  encoxontered  in  the  shift  from  individual  sellers  to  a  market 
organization  are  (l)  lack  of  know-how  on  the  part  of  producers,  (2)  inadequacy 
of  equipment,  (3)  insirfficient  sales  outlets,  {k)   interwoven  interests  on  the 
part  of  individuals  engaged  in  the  direction  or  management  of  the  marketing 
organization,  (5)  educational  weakness  in  the  younger  layer  of  agricultural 
leadership,  and  (6)  the  extent  of  financial  interest  on  the  part  of  individual 
growers . 

It  was  agreed  it  is  often  difficult  to  get  a  true  picture  of  the  needs  in  a 
marketing  sitijation  from  the  standpoint  of  economics  and  traditions  involved. 

The  Board  of  Directors  pretty  well  determine  the  success  or  fail-ure  of  a 
venture  in  a  marketing  organization. 

There  is  a  responsibility  to  fulfill  a  need  for  marketing  assistance  in  some 
areas  where  growers  have  not  requested  help. 

The  final  determination  of  a  need  for  a  marketing  organization  and  facility 
to  follow  lies  with  the  producers  rather  than  some  other  local  interests.  The 
idea  is  to  have  the  support  of  both. 

It  was  generally  agreed  when  am  organization  has  been  set  up  and  the  facility 
built,  the  job  is  not  completed  as  it  is  still  necessary  to  get  the  buyers  to 
come  in  and  for  the  management  to  exercise  adequate  quality  control  in  packing 
the  product. 
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THE  PRINCIPLES  OF  SOUND  BUSINESS  ORGANIZATION 

AND  FINANCING  AS  APPLIED  TO  LOCAL  FRUIT 

AND  VEGETABLE  MARKETING  AGENCIES 

Robert  C.  Kramer 
Michigan  State  University 

I  am  happy  to  meet  with  you  this  year.  Michigan  State  University  has  a  close 
working  relationship  with  the  Michigan  Department  of  Agriciiltiire ,  which  is 
directed  by  George  Mclntyre.  Mr.  Miles  Nelson  and  his  staff  in  the  Michigan 
Department  of  Agriculture  have  been  very  cooperative  with  all  of  us  in 
Extension  Marketing  work. 

Mr.  William  Crow  and  I  have  been  friends  for  10  years  smd  he  has  always  been 
ready  to  come  to  Michigan  State  and  give  a  talk  or  help  in  any  way  we  have 
requested. 

As  a  member  of  the  National  Extension  Marketing  Committee  I  have  encouraged 
joint  meetings  of  State  departments  of  agriculture  representatives,  research 
and  extension  workers.  Many  of  you  know  that  we  have  had  these  meetings  and 
that  others  are  planned.  These  meetings  help  us  get  to  know  one  another  better. 

I  want  to  discuss  a  marketing  company  which  did  not  exist  four   years  ago,  but 
■vrtiich  did  over  a  million-dollar  business  in  1957'  This  is  the  Eastern  Michigan 
Vegetable  Marketing  Company  at  Capac,  Mich.  The  short  history  of  this  company 
better  illustrates  sound  business  principles  of  organization  and  financing 
than  any  other  marketing  firm  I  know.  There  are  nany  other  marketing  companies 
in  Michigan  which  coiild  be  used  as  examples,  but  I  do  not  have  as  much 
information  about  them. 

Before  listing  some  principles  about  the  Capac  firm  I  want  to  make  it  clear 
that  there  were  many  hurdles  and  that  all  of  the  problems  have  not  been  solved. 
Mistakes  have  been  made  and  some  business  has  been  lost. 

Capac,  Mich.,  is  60  miles  north  of  Detroit.  Vegetables  are  grown  on  muck  and 
on  mineral  soils.  Growers  had  marketed  in  Detroit  for  many  years.  As  the 
marketing  structure  changed  and  as  Detroit  grew  in  size,  it  became  more 
diffic\ilt  to  market  an  individual  grower's  produce  in  the  Detroit  market.  A 
number  of  growers  decided  that  a  group  marketing  program  was  needed. 

In  the  fall  of  195^^  a  dozen  growers  started  meeting  and  decided  to  form  a 
marketing  company.  In  early  1955^  "the  Eastern  Michigan  Vegetable  Marketing 
Company  was  incorporated  as  a  stock  company.  Charter  members  were  each 
required  to  buy  at  least  five  shares  of  common  stock  at  a  par  value  of  $100 
per  share.  No  stockholder  may  buy  or  accumulate  more  than  10  percent  of  issued 
Class  A  common  stock. 

With  the  money  from  the  original  sale  of  stock,  1^  acres  of  land  were  purchased. 
The  members  of  the  company  erected  a  60- x  80-f oot  building .  It  was  estimated 
they  saved  $i4-,000  by  building  it  themselves.  They  agreed  upon  a  sales 
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agreement,  hired  a  sales  manager,  and  began  operations  in  July  1955.  They 
sold  $592,000  vorth  of  produce  the  first  year. 

Since  July  1955^  they  have  doubled  the  size  of  the  building  (now  60xl6o  feet) 
and  have  built  two  loading  docks,  one  on  each  side  -  28  x  160  feet.  They  have 
built  a  block  labor  house  vhich  accommodates  20  men.  They  own  graders,  pack- 
ing eqviipment,  a  hydrocooler,  a  vacuum  cooler,  a  lift  truck,  conveyors,  pallets, 
and  ice  blower,  and  other  equipment  necessaiy  for  efficient  packing  shed 
operations . 

This  company  still  employs  the  same  sales  manager  who  sells  five  months  a  year, 
a  year-round  manager  who  sells  when  the  sales  manager  is  not  there,  a  year- 
ro\ind  dockman  and  floor  manager,  and  a  fvLLl-time  accountant. 

The  sales  in  1957  were  $1,05^,000.  There  were  k<^   members  who  owned  603  shares 
of  stock;  21  members  owned  five  shares;  and  one  member  owned  55  shares,  the 
most  held  by  any  member.  In  3  years  the  market  value  of  stock  had  increased 
to  $150. 

In  my  opinion,  these  are  some  of  the  principles  which  the  organization  has 
followed  and  which  enable  it  to  grow  and  serve  its  members  and  owners. 

1.  Members  wanted  the  company  and  worked  hard  for  it. 

2.  Members  bought  enough  stock  to  adequately  finance  the  company. 

3.  The  company  is  more  interested  in  a  grower's  produce  than 
in  his  stock  p\irchase. 

k.       All  commodities  produced  by  member  growers  are  offered  for 
sale  through  the  company,  unless  exemption  is  obtained 
through  the  management. 

5.  There  is  a  comprehensive  ajid  strong  sales  agreement  between 
member  growers  and  the  compemy. 

6.  Members  have  worked  hard  at  public  relations.  They  have  taken 
time  to  show  visitors  how  they  produce  vegetables  and  they 
have  met  with  groups  \rtio  visited  their  packing  shed. 

7.  Members  have  recognized  the  value  of  publicity  and  have 
cooperated  with  newspapers,  magazines,  radio,  and  TV  editors. 

8.  Members  have  obtained  a  very  able  sales  manager  and  paid  him  well. 

9.  Members  have  met  frequently  and  settled  differences  and 
answered  questions  before  real  problems  developed. 

10.   Members  have  taken  trips  to  keep  posted  and  learn  how  other 
companies  operate. 
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11.  The  company  has  been  market  oriented.  Before  marketing  any 
produce  a  meeting  was  held  with  buyers  to  learn  -vriaat  the 
buyers  wanted.  This  included  varieties,  size  and  type  of 
package,  etc. 

12.  Members  are  screened  and  only  the  cooperative,  efficient 
producers  are  sold  stock. 

13.  Cost  studies  are  run  to  learn  what  charges  must  be  levied 
to  operate  profitably. 

ik.     Mechanical  equipment  is  used  to  keep  operating  costs  low. 

15.  Production  is  geared  to  the  latest  research  done  by  seed 
companies,  the  USDA,  and  the  Experiment  Stations. 

16.  A  market  newsletter  explaining  company  business  is  sent 
to  £lL1  members  every  two  weeks. 

17.  Weekly  pools  are  set  up  for  items  and  growers  are  paid  on 
the  basis  of  these  weekly  pools. 

18.  Two  chain  store  buyers  now  spend  full  time  dviring  the 
selling  season  at  the  packing  shed. 

19.  A  Federal-State  inspector  is  employed  for  the  full  season. 
His  impartiality  has  largely  prevented  complaints  from 
members  about  grade  designations. 

20.  The  local  banker  has  been  kept  informed  from  the  start  about 
the  company  and  its  operations.  Short-term  loans  have  come 
from  this  local  bank. 

21.  Acreage  has  increased  from  2,500  to  U,000  acres  and  there 
is  sufficient  volvmie  to  operate  successfully. 

22.  The  company  recognizes  the  demand  from  industry  for  mixed 
loads  of  vegetables.  The  company  markets  20  different 
vegetables  and  ships  mixed  loads. 

23.  Ciistom  packaging  of  apples,  carrots,  and  potatoes  in  the 
winter  months  provides  a  12-month  operation.  This  enables 
the  company  to  reduce  its  overhead  and  employ  better  men 
than  can  be  picked  up  for  only  summer  operations. 

2h.     A  trained  accountant  and  a  tested  bookkeeping  system  enable 
management  to  know  the  status  of  the  company  at  any  time. 
Growers  are  paid  within  7  days  after  the  close  of  the  week's 
pool. 
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25.  The  growers  have  complete  confidence  in  the  company's 
ability  to  get  the  market  price  for  their  produce. 

The  Michigan  Cooperative  Extension  Service  assisted  this  organization  by  making 
a  District  Marketing  Agent  available  to  help  as  requested  by  the  members.  On 
September  1,  1958^  the  District  Marketing  Agent  vas  moved  to  another  area  and 
only  the  service  of  the  County  Extension  Agent  is  now  available.  This  trans- 
fer of  the  District  Marketing  Agent  was  arranged  several  months  in  advance 
of  the  move  and  had  the  approval  of  the  members  of  the  company.  They  felt 
they  were  past  the  experimental  state  and  were  fully  capable  of  operating  on 
their  own. 

The  short  history  of  the  Eastern  Michigan  Vegetable  Iferketing  Company  has  been 
most  interesting.  I  shall  be  happy  to  try  to  answer  any  questions. 

IMPROVING  THE  EFFECTIVENESS  OF  LOCAL  MARKETING  AGENCIES 

C.  Harold  Bray 
Kentucky  Department  of  Agricult\ire 

Challenge  in  fruit  and  vegetable  marketing 

Priiit  and  vegetable  growers  and  their  co-op  or  association  are  facing  big 
problems,  especially  in  selling  their  products  competitively.  The  weak  seller 
is  completely  at  the  mercy  of  the  strong  buyer.  One  of  the  principal  problems 
is  the  lack  of  adequate  communication  between  the  shipping  points  and  the 
sales  desk. 

More  significant,  however,  is  the  relationship  of  the  cash  income  to  the  real 
income  derived  from  perishable  marketing.  It  is  qxiite  apparent,  however,  that 
fewer  and  fewer  farm  firms  are  sharing  in  the  aggregate  income  pie  -  thus  the 
individual  producer's  share  tends  to  be  enhanced. 

Need  for  a  local  marketing  agency. 

A.  Production  standpoint. 

1.  Production  of  fruits  and  vegetables  has,  in  recent  years, 
become  a  specialized  industry  and  is  usiAally  on  farms  a 
considerable  distance  from  the  points  of  consximption . 
Under  these  conditions,  scale  of  production  is  important 
in  order  to  keep  unit  costs  of  assembling,  packing, 
inspection,  and  taransportation  low.  There  must  be 
sufficient  volxane  to  keep  unit  costs  low  with  assured 
volijme  to  market. 

2.  Produce  must  be  graded  and  packaged  uniformly  in  containers 
suitable  to  protect  the  produce  during  transportation. 
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3.  Satisfactory  market  outlets  must  be  found,  which  is  almost 
impossible  for  the  average-sized  producer  individxjally. 

B.   Marketing  and  market  standpoint. 

1.  The  retailing  of  food  products  has  changed  rapidly  in  the 
pasc  few  years.  Only  in  recent  years  have  many  stores  carried 
complete  lines  of  fresh  fruits  and  vegetables.  Where  most 
consiomers  purchased  groceries  at  small  neighborhood  stores 

a  few  years  ago,  today  by  far  most  is  purchased  in  large 
supermarkets . 

2.  For  example,  the  Michigan  State  Consumer  Panel  indicated 
that  U3  percent  of  consumers  purchased  fresh  fr\iits  and 
vegetables  only  at  chain  store  supermarkets,  while  only 
17  percent  boxoght  at  independent  stores.  However,  7^ 
percent  boxight  some  from  chain  supermarkets  and  38  per- 
cent bought  some  at  independent  stores. 

3.  The  large  chain  organizations  have  centralized  b\;iying, 
often  pxorchasing  on  specifications  or  contracts.  In 
order,  then,  to  attract  such  buyers  there  must  be  a 
large  supply,  properly  graded  and  packaged,  of  the 
quality  desired  to  meet  their  needs. 

Many  difficulties  faced  by  local  agencies. 

A.   Lack  of  a  binding  contract  for  produce. 

1.  Meetings  may  be  held  early  in  the  year  to  promote  and 
discuss  products  and  acreages  for  the  current  year.  It 

is  generally  a  discussion,  with  verbal  commitments.  These 
meetings  are  often  limited  to  one  a  year  and  this  is  often 
the  only  contact  with  producers  until  the  marketing  season 
gets  underway.  Then  and  only  then  does  the  selling  agency 
have  any  idea  of  the  volume  available  to  offer  for  sale 
during  the  season. 

2.  The  local  organization  may  assume  that  all  of  those  who 
agreed  to  produce  will  deliver  all  products.  Many,  however, 
often  do  not  deliver  all  of  their  products  and  thus  supplies 
are  reduced. 

3.  There  is  often  a  lack  of  knowledge  by  the  agency  of  the 
movement  of  products  from  farm  to  market.  When  will  the 
farmer  harvest  and  how  much?  Instead  of  an  even  day-to-day 
supply  for  sale,  receipts  are  large  one  day  and  short 
another.  This  makes  sales  policy  difficult  to  develop. 
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B.  Lack  of  \aiiifonii  products. 

Most  local  marketing  agencies  are  xmable  to  instill  in 
producers  a  quality  standard  that  is  consistent  with 
consumer  preference,  competition,  and  the  local  repu- 
tation for  the  product.  The  current  consumer  preference 
and  competitive  yardstick  is  for  a  high-quality  product. 
The  reputation  of  a  local  market  lies  not  in  ability  to 
fill  orders  for  quantity  but  also  for  a  consistent 
qxoality  standard.  During  a  season,  local  markets  often 
offer  varying  qxialities  of  a  product  under  the  same 
brand  name.  More  simply,  a  bviyer  is  not  sure  that  the 
same  quality  product  will  be  available  next  week  as 
obtained  this  week  from  a  particular  local  market. 

C.  Lack  of  good  public  relations. 

Too  often  the  local  agency  does  not  hold  sufficient  train- 
ing and  grading  demonstrations  to  educate  producers  to 
pick,  grade,  and  pack  the  product  uniformly  and  then 
criticizes  producers  for  not  doing  a  good  job.   However, 
good  public  relatiorB  would  go  a  long  way  in  making 
producers  feel  a  lart  of  the  agency. 

D.  Lack  of  information  of  total  supplies  of  the  product  and 
the  market  capacity  for  that  product. 

E.  Poor  management. 

1.  Most  local  agencies  do  not  use  management  on  a  year-round 
basis.  Local  production  is  highly  seasonal  and  of  short 
duration,  therefore,  management  services  are  utilized 
for  only  a  short  period.  Consequently,  local  marketing 
opei^tions  are  sandwiched  into  someone's  year-round 
activities,  which  creates  a  spontaneous  and  a  short- 
lived interest. 

2.  Because  of  this  short  period,  the  manager  of  an  agency 
is  not  fully  qi:ialified  —  he  does  not  have  market  con- 
tacts nor  is  he  a  salesman.  Also  he  lacks  a  knowledge 
of  just  what  the  market  demands,  so  is  not  capable  of 
transferring  such  information  back  to  producers. 


What  can  be  done  to  make  local  agencies  more  effective? 


A.  Whether  the  agency  is  cooperative  or  private  there  should 
be  a  strong  contract  between  the  agency  and  the  producer. 
Only  in  this  way  can  the  local  agency  know  what  volume  can 
be  expected.  Of  covirse  weather  conditions  may  increase 
or  decrease  expected  supplies,  but  that  can  be  calculated 
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as  the  season  progresses.  There  are  many  examples  of 
"contract"  deals.  Many  cooperatives  have  such  contracts 
for  members.  These  contracts  should  be  modernized  to 
meet  present  day  conditions,  then  enforced. 

B.  A  more  complete  understanding  between  the  local  agency 
and  the  producer  concerning  the  products  to  be  produced 
and  sold.  This  should  start  with  the  selection  of 
plants  or  seeds  in  order  to  provide  a  \aniform  product. 

Field  work  or  meetings  as  the  season  progresses  to  keep 
production  practices,  spraying,  etc.,  uniform  and  on 
schedule  are  necessary. 

Picking  and  packing  demonstrations  -  stressing  what  the 
market  demands,  and  rigid  inspection  to  see  that  only 
such  products  are  received. 

C.  More  efficient  receiving  and  handling  methods. 

1.  The  previous  history  of  produce  has  an  important 
effect  upon  the  length  of  time  it  will  remain  in  salable 
condition. 

2.  Delays  in  moving  produce  through  marketing  channels 
cause  rapid  deterioration  in  produce.  Long  waits  to 
imload,  and  lack  of  shipping  facilities  can  cause  delays. 

3.  Roxigh  or  careless  handling  causes  excessive  bruising,  cuts 
or  breaks  in  the  produce. 

k.     If  it  is  necessary  to  hold  the  produce,  use  proper 
storage  to  maintain  quality. 

D.  Whether  the  agency  is  private  or  cooperative,  better 
public  relations  are  needed  so  that  the  producer  knows 
he  is  part  of  the  whole  organization.  Also,  the  producer 
must  be  made  to  realize  that  his  failure  to  produce , grade , 
and  package  correctly  may  not  only  affect  him  and  his 
returns,  but  the  reputation  and  success  of  the  entire  program. 

E.  Stronger  and  better  management. 

The  production  of  an  area  may  be  limited  to  one  crop  and 
operations  are  limited  to  a  few  weeks.  Such  a  short 
period  of  operation  often  limits  the  choice,  or  availability 
of  competent  management  with  a  wide  knowledge  of  market 
supplies  and  demands. 
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By  expanding  into  other  crops,  or  successive  plantings,  or 

early  and  late  crops  of  some  vegetables,  the  season  might 

be  prolonged  and  more  competent  management  covild  be  obtained. 

F.  Partial  integration. 

If  we  look  at  many  successfvil  operations  which  now  may 
seem  large,  but  started  small,  we  find  many  examples  of 
partial  integration. 

The  citrus  industry  in  California  and  Florida  are  examples 
of  cooperatives  which  have  integrated  to  get  stajidardized 
products.  The  organisation  has  taken  over  certain  production 
problems,  such  as  spraying,  picking,  grading,  and  packaging, 
for  its  members.  The  small  local  cooperatives  have  joined 
together  to  develop  an  overhead  sales  organization  in  order 
to  get  better  distribution  of  the  crops. 

Other  examples  in  private  enterprise  are  also  available. 
Large  canning  or  preserving  companies  that  contract  with 
producers  very  often  take  over  the  harvesting  and  grading 
operations  in  order  to  get  the  uniformity  and  q\iality 
within  their  products  that  they  consider  desirable. 

During  the  educational  process  with  producers,  especially 
new  producers,  it  may  be  desirable  for  the  local  agency, 
whether  a  private  individual  or  a  cooperative,  to  take 
over  certain  operations  on  the  farm,  such  as  spraying, 
dusting,  harvesting, and  packing  In  order  to  obtain  a 
\iniform  high  quality. 

Such  operations  are  Biore  important  today,  especially  if  the 
local  agency  is  endeavoring  to  break  into  the  specification 
buying  market  or  the  contract  market  now  so  common  in  the 
case  of  large  buyers. 


CONCLUSIONS  AND  RECOMMENDATIONS 

On  organizing  and  financing  marketing  agencies 

In  the  morning  session  the  speaker  illustrated  the  principles  of  soxond  busi- 
ness organization  and  financing  as  applied  to  local  fmit  and  vegetable 
marketing  agencies  by  describing  the  organization  and  operation  of  the  Eastern 
Michigan  Vegetable  Marketing  Company  at  Capac,  Mich.,  organized  in  1955, 
selling  $592,000  worth  of  produce  that  year  and  growing  to  handle  produce 
valued  at  $l,05i>-,000  two  years  later  in  1957 •  In  pointing  out  some  of  the 
principles  this  organization  has  followed  which  have  enabled  it  to  grow  and 
serve  its  members  and  owners  Mr.  Kramer  assured  the  group  that  not  all  their 
problems  had  been  solved. 
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The  principles  outlined  by  the  speaker  and  discussed  at  some  length  in  group 
discussion  were  as  follows: 

1.  Members  wanted  the  company  and  worked  hard  for  it. 

2.  Members  bought  enough  stock  to  adeq\mtely  finance  the  company. 

3-   The  company  is  more  interested  in  a  grower's  produce  than  in  his 
stock  purchase. 

k.       All  commodities  produced  by  member  growers  are  offered  for  sale 
through  the  company,  \inless  exemption  is  obtained  througjb,  the 
management . 

5.  There  is  a  comprehensive  and  strong  sales  agreement  between 
member  growers  and  the  company. 

6.  Members  have  worked  hard  at  public  relations.  They  have  taken  time 
to  show  visitors  how  they  produce  vegetables,  and  they  have  met 
with  groups  who  visited  their  packing  shed. 

7.  Members  have  recognized  the  value  of  publicity  and  have  cooperated 
with  newspapers,  magazines,  radio,  and  TV  editors. 

8.  Members  have  obtained  a  very  able  sales  manager  and  paid  him  well. 

9.  Members  have  met  frequently  and  settled  differences  and  answered 
questions  before  real  problems  developed. 

10.  Members  have  taken  trips  to  keep  posted  and  learn  how  other 
companies  operate. 

11.  The  company  has  been  market  oriented.  Before  marketing  any  produce 
a  meeting  was  held  with  buyers  to  learn  what  the  bviyers  wanted. 
This  included  varieties,  size  and  type  of  package,  etc. 

12.  Members  are  screened  and  only  the  cooperative,  efficient  producers 
are  sold  stock. 

13.  Cost  studies  are  run  to  learn  what  charges  must  be  levied  to  operate 
profitably . 

ik.       Mechanical  equipment  is  used  to  keep  operating  costs  low. 

15.  Production  is  geared  to  the  latest  research  done  by  seed  companies, 
the  USDA,  and  the  Experiment  Stations. 

16.  A  market  newsletter  eacplaining  company  business  is  sent  to  all 
members  every  two  weeks. 
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17.  Weekly  pools  are  set  up  for  items  and  growers  are  paid  on  the 
basis  of  these  weekly  pools. 

18.  Two  chain  store  buyers  now  spend  full  time  dioring  the  selling 
season  at  the  packing  shed. 

19.  A  Federal-State  inspector  is  employed  for  the  full  season. 
His  impartiality  has  largely  prevented  complaints  from  members 
about  grade  designations. 

20.  The  local  banker  has  been  kept  informed  from  the  start  about 
the  company  and  its  operations.  Short-term  loans  have  come  from 
this  local  bank. 

21    Acreage  has  increased  from  2,500  to  i+,000  acres  and  there  is 
sufficient  volume  to  operate  successfully. 

22.  The  company  recognizes  the  demand  from  industry  for  mixed  loads  of 
vegetables.  The  company  markets  20  different  vegetables  and  ships 
mixed  loads. 

23.  Custom  packaging  of  apples,  carrots,  and  potatoes  in  the  winter 
months  provides  a  12-month  operation.  This  enables  the  company 
to  reduce  its  overhead  and  employ  better  men  than  can  be  picked 
up  for  only  summer  operations. 

2k.       A  trained  accountant  and  a  tested  bookkeeping  system  enable 
management  to  know  the  status  of  the  company  at  any  time. 
Growers  are  paid  within  seven  days  after  the  close  of  the 
week's  pool. 

25.   The  growers  have  complete  confidence  in  the  company's  ability 
to  get  the  market  price  for  their  produce. 

The  Michigan  Cooperative  Extension  Service  assisted  this  organization  by 
making  a  District  Marketing  Agent  available  to  it  from  its  inception  to 
September  1  of  this  year. 

The  afternoon  session  was  led  of f  by  the  second  speaker  of  the  session 
discussing  the  methods  for  improving  the  effectiveness  of  local  marketing 
agencies.  He  discussed  factors  to  consider  from  the  standpoint  of  production 
and  marketing  in  evaluating  thfe  needs  for  a  local  narketing  agency.  The 
difficulties  found  by  local  agencies  such  as  lack  of  binding  contracts  for 
produce,  uniform  products,  good  public  relations,  and  proper  management  were 
pointed  out  to  those  present.  In  conclusion,  the  speaker  emphasized  what 
could  be  done  to  make  local  marketing  agencies  more  effective  such  as 
strengthening  contracts  between  agency  and  producer,  a  better  understanding 
between  local  agency  and  producer  concerning  the  products  to  be  produced  and 
handling  methods,  better  public  relations,  stronger  and  better  management,  and 
partial  integration  of  the  production  and  marketing  functions  performed  by  the 
marketing  agency. 
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The  group  then  discussed  the  various  types  of  marketing  organizations  and 
agencies  operating  in  Kentucky  and  other  States  and  indicated  the  reasons 
for  their  success  or  failure. 

It  was  agreed  that  an  assembly  market  organization  is  not  alvays  the  answer 
to  a  marketing  situation  due  to  the  lack  of  good  management,  a  standardized 
product  or  volvune. 

It  often  can  be  very  hazardous  to  set  up  a  marketing  organization  and  facility 
in  aji  area  which  is  not  an  established  production  area. 

It  was  concluded  if  a  marketing  agency  is  too  small  or  too  poorly  financed  to 
opei^te  efficiently  that  producers  should  either  be  advised  to  go  out  of 
production  or  confine  production  to  a  family- size  unit  and  market  the  product 
locally . 

It  is  the  general  consensus  of  the  group  that  it  is  wise  to  build  the  marketing 
facility  with  the  growing  need  for  the  product  rather  than  a  growing  potential, 
which  may  never  materialize. 

INDUSTRIAL  ENGINEERING  TECHNIQUES  AND  THEIR  APPLICATION  TO  FRUIT 
AND  VEGETABLE  HANDLING  AND  PREPARATION  FOR  MARKET 

Robert  K.  Bogardus,  Am 
U.  S.  Department  of  Agriculture 

The  industrial  engineering  techniques  most  frequently  used  in  dealing  with 
problems  of  fruit  and  vegetable  handling  and  preparation  for  market  are  plant 
layout,  materials  handling,  work  simplification,  time  study,  and  engineering 
economics. 

With  the  tools  of  plant  layout  we  make  an  objective  approach  to  the  problems 
of  plant  or  warehouse  capacity  and  equipment  requirements.  Present  needs 
as  well  as  short-range  and  long-range  growth  requirements  must  be  given  weight 
so  that  a  planned  and  orderly  expansion  can   take  place  with  minimum  cost  and 
disruption  to  a  going  business.  Fruits  and  vegetables  present  unique  storage 
requirements  since  low  temperatures  and  high  humidities  must  be  provided  for 
certain  groups  of  these  commodities.  Changing  business  needs,  equipment 
obsolescence,  package  design,  and  other  factors  have  to  be  considered  to  the 
extent  that  a  new  facility  can  be  adapted  with  minimum  altei«.tions  as  a  result 
of  those  changes.  This  can  be  s\;immed  up  by  saying  that  the  space  provided 
should  be  as  flexible  as  possible.  Once  the  size  of  the  warehouse  or  plant 
and  its  individual  components  has  been  established,  the  components  must  be 
arranged  in  such  a  manner  to  permit  smooth  efficient  operations.  Stated  in 
the  fewest  words,  this  arrangement  should  provide  for  direct  flow  of  the 
commodities  from  the  receiving  area,  through  storage  or  processing,  to  the 
shipping  areas.  The  distances  that  must  be  traversed  in  the  process  shovild 
be  kept  to  a  loinimum. 
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The  techniques  of  icaterials  handling  are  closely  allied  with  those  of  plant 
layout.  The  objectives  are  to  select  or  devise  those  methods  and  equipment 
types  so  that  the  job  of  product  movement  can  be  achieved  at  the  lowest 
possible  cost.  This  includes  the  determination  of  balanced  crew  sizes  in 
which  lost  time  is  held  to  an  irreducible  minimum.  Unit  loads  are  utilized 
wherever  practicable  to  minimize  the  number  of  handlings  and  transportations. 
When  economical  to  do  so^  mechanically  powered  equipment  would  be  substituted 
for  manual  handling.  Throughout  the  application  of  these  principles  maximiJim 
equipment  and  labor  utilization  is  implied  in  order  to  maintain  total  handling 
costs  at  the  lowest  possible  level.  When  a  large  variety  of  products  are 
handled  such  as  in  a  terminal  market  or  in  a  service  wholesale  warehouse,  the 
equipment  selected  should  be  capable  of  a  wide  variety  of  uses  and  applications. 

Work  simplification  or  motion  study  is  used  to  study  the  patterns  of  work  of  an 
individual  employee  or  to  study  his  workplace.  Frequently  both  are  studied. 
The  objectives  of  tWs  technique  are  to  provide  normal  working  areas  which 
result  in  the  largest  number  of  productive  motions,  eliminate  unproductive 
motions,  and  minimize  fatigue.  As  a  result  worker  productivity  can  be  increased 
because  the  job  is  easier  to  perform.  To  accomplish  this,  arm  movements  and 
transportation  distances  at  the  workplace  are  minimized.  Work  patterns  are 
established  to  permit  smooth  and  rhythmical  movements,  with  tools  and  materials 
being  prepositioned  whenever  possible. 

Time  study  is  similar  to  motion  study  in  that  the  activity  of  an  individual 
worker  is  studied  carefully  and  in  much  detail.  However,  time  study  adds  the 
measurement  of  time  to  the  investigation.  The  objective  recording  of  time 
consumed  productively  and  unproductively  gives  a  complete  insight  into  the 
efficiency  or  lack  of  efficiency  that  may  exist.  The  efficiency  and  the  pro- 
ductivity are  affected  by  the  equipment,  the  methods  and/or  worker  effort. 
Time  analysis  ferrets  out  in  terms  of  accurate  time  measurement  the  areas  of 
inefficiency.  Logical  combinations  of  the  time  values  for  productive  work 
elements  can  also  result  in  the  development  of  new,  low  cost  operating  methods. 

Time  study  has  been  used  almost  exclusively  in  the  manufacturing  industries  to 
establish  incentive  standards.  However,  our  use  of  this  technique  in  connection 
with  marketing  problems  has  been  for  the  purpose  of  making  an  accurate  allo- 
cation of  costs  to  handling  and  processing  operations.  It  also  provides  the 
basic  data  for  the  development  of  new  or  improved  methods  and  eqviipment. 

The  final  analysis  of  the  relative  value  of  different  methods  of  operation  and 
of  different  types  of  equipment  takes  place  when  the  engineering  economy  study 
is  made.  The  assignment  of  dollar  values  for  both  labor  and  equipment  costs 
has  to  be  done  as  carefully  and  as  objectively  as  the  time  data  were  collected. 
All  the  components  of  labor  and  equipment  cost  and  utilization  must  be  brought 
together  so  that  there  are  no  omissions  of  cost  factors  that  wo\ild  prejudice 
the  interpretation  of  the  cost  comparisons.  Each  method,  equipment  type  or 
operation  would  be  analyzed  to  determine  which  alternative  provided  the  lowest 
costs  for  handling  or  for  preparation  of  fruits  and  vegetables  for  market. 
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In  applying  industrial  engineering  techniques  to  these  problems  of  handling 
and  preparation  for  market,  frequent  opportijnities  are  found  to  develop 
lower  cost  operating  methods.  For  example,  modem  materials  handling  equip- 
ment has  a  built in  capacity  for  a  high  level  of  productivity.  Frequently 
that  level  is  not  achieved  because  labor  assigned  to  use  it  is  not  efficiently 
utilized.  In  one  service  wholesale  warehousing  operation  this  fact  was 
illustrated  quite  effectively. 

One  major  objective  that  service  wholesalers  have  in  loading  fr\iits  and 
vegetables  on  their  delivery  trucks  is  to  completely  load  these  trucks  in  the 
least  time  possible.  This  demand  for  fast  truck  loading  is  often  exaggerated 
to  such  an  extent  that  excessive  amounts  of  money  are  spent  to  achieve  it. 
In  one  warehouse  operation  where  this  was  true  a  nine-man  crew  was  assigned 
to  load  a  truck  with  the  lose  of  a  belt  conveyor.  The  men  were  assigned  as 
follows:  One  man  was  the  checker,  one  man  stowed  packages  in  the  truck,  and 
seven  men  were  assigned  to  belt  loading.  The  order  assembly  area  that  was 
used  by  this  crew  was  completely  stocked,  on  the  basis  of  a  master  recap, 
before  truck  loading  began.  A  limited  number  of  time  studies  indicated  that 
each  ton  of  produce  loaded  on  a  truck  took  O.78  man-hour.  Additional  studies 
were  unnecessary  because  even  a  casual  observation  indicated  that  the  belt 
loaders  were  idle  a  high  percentage  of  the  time  because  the  checker  coxjid  only 
assign  work  to  one  man  at  a  time.  At  best,  two  men  might  work  at  the  same 
time  depending  upon  the  number  of  items  assigned  to  each  one.  The  capacity  of 
the  belt  was  also  limited.  Very  often  when  two  men  had  work  assignments  at 
the  same  time,  there  woxild  be  packages  on  the  belt,  moving  past  the  work 
station  of  one  of  the  men  preventing  him  from  doing  his  work.  It  was  quite 
apparent  then  that  5  additional  crew  members  had  very  little  opportunity  to 
engage  in  productive  work. 

In  order  to  determine  if  crew  productivity  could  be  improved  the  number  of 
belt  loaders  was  reduced  from  seven  to  four.  As  a  result  the  total  crew  size 
dropped  from  nine  to  six.  Idle  time  was  reduced,  but  it  was  still  considered 
to  be  excessive.  Time  studies  indicated  that  O.63  man-hour  was  required  for 
each  ton  loaded  out.  This  was  a  reduction  of  19  percent  from  the  man-hour 
required  when  a  nine-man  crew  was  used. 

In  seeking  further  improvements  the  crew  size  was  reduced  to  four  men  with  two 
assigned  as  belt  loaders.  Studies  of  this  arran^menb  indicated  that  the  man- 
hour  requirement  per  ton  was  now  reduced  to  0.47-  This  was  25  percent  less 
than  the  man-hour  requirement  for  a  six-man  crew  and  ^  percent  less  than 
that  required  for  the  nine-man  crew. 

It  would  appear  then  that  the  most  effective  crew  size  was  four  men.  However, 
inadeqxiacies  in  preparation  and  organization  for  truck  loading  now  became 
apparent.  It  was  obvious  that  in  order  to  sustain  a  crew  that  coxild  load  a 
truck  at  the  least  cost  per  ton,  it  would  be  necessary  to  revamp  the  layout 
of  the  order  assembly  area,  the  split  package  opei«.tion,  and  the  invoice 
system. 

A  major  portion  of  the  revision  effort  was  directed  toward  improving  the 
invoice  and  master  recap  procediires.  Although  the  use  of  preprinted  invoices 


would  have  reduced  the  clerical  work  lavolved,  attention  was  given  to  the  effect 
of  the  organization  of  the  invoice  itself  on  warehouse  procedures.  With  this 
in  inind,  a  detailed  study  was  made  of  the  volumes  of  each  commodity  shipped  out 
during  the  year.  As  a  result,  it  was  determined  that  10  commodities  accounted 
for  two  thirds  of  the  total  tonnage  shipped.  These  were  listed  in  the  upper 
left  hand  comer  of  a  new  mimeographed  order  check  list.  The  remaining  items 
were  grouped  alphabetically  under  the  separate  headings  of  fruits  or  vegetables. 

When  the  blank  invoices  were  filled  out,  the  items  appeared  on  the  invoice  in 
the  same  order  that  they  appeared  on  the  check  list.  The  order  in  which  they 
were  listed  was  significant  because  the  layout  of  commodities  in  the  order 
assembly  area  was  revised  to  conform  with  that  order.  The  10  high-volume 
commodities  were  divided  into  2  groups  of  approximately  equal  tonnage.  One 
group  was  placed  on  the  left  side  of  the  belt  conveyor  and  as  close  to  the 
truck  dock  as  possible.  The  second  group  was  placed  on  the  right  side  of  the 
belt.  The  remaining  commodities  were  then  divided  into  2  groups  of  equal  tonnage 
and  distributed  along  the  conveyor.  When  all  the  commodities  had  been  placed 
in  the  order  assembly  area,  their  arrangement  from  the  front  of  the  conveyor 
line  to  the  back  was  in  the  same  order  as  that  in  which  the  items  appeared  on 
the  order  check  list. 

When  this  plan  was  developed,  a  new  recap  was  devised  to  correspond  with  the 
order  check  list.  Commodities  stored  in  one  part  of  the  warehouse  or  in  one 
cold  storage  room  were  grouped  together  so  that  the  recap  could  be  used  for 
making  work  assignments. 

Provision  was  also  made  on  this  recap  to  summarize  the  number  of  split  packages 
ordered.  When  all  of  these  packages  were  carefully  prepared,  it  eliminated  one 
of  the  reasons  why  the  four -man  crew  co;ild  not  operate  effectively.  In  the  old 
system,  a  belt  loader  had  to  leave  the  order  assembly  area  to  make  up  a  split 
package  when  it  was  called  for  because  it  had  not  been  prepared  in  advance  of 
truck  loading. 

An  accurate  recap  is  a  necessary  prerequisite  for  the  smooth  operation  of  a  crew 
of  this  size.  If  a  belt  loader  had  to  leave  the  area  to  get  a  full  package  that 
had  been  omitted  from  the  recap,  the  operation  would  be  delayed  needlessly. 
Since  these  delays  cost  money,  it  is  highly  desirable  to  minimize  them  if  they 
cannot  be  eliminated. 

When  the  new  arrangements  and  proced\ires  had  been  tried  and  the  "bugs"  of  inex- 
perience worked  out,  time  studies  were  made  of  the  new  operation.  The  crew 
assignment  for  the  four  men  were  the  same  as  before.  The  major  difference  was 
in  the  orgEuaization  of  the  work  done  prior  to  truck  loading  and  in  the  position 
of  the  commodities  in  the  order  assembly  area.  The  results  of  the  studies 
indicated  that  a  four-man  crew  could  now  load  one  ton  of  fresh  fruits  and 
vegetables  in  a  delivery  truck  in  O.38  man-hour.  This  represented  a  reduction 
of  19  percent  in  the  man-hour  required  by  the  same  crew  using  the  old  system. 
It  also  represented  a  reduction  of  51  percent  in  the  man-hour  required  by  the 
original  nine -man  crew. 
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In  this  case  reduced  cost  of  operation  and  increased  worker  productivity  were 
accomplished  without  any  capital  expenditure  for  equipment.  The  available 
eqviipment  had  the  capacity  but  it  was  just  not  being  utilized.  Further 
reductions  in  labor  cost  could  have  been  achieved  with  the  use  of  preprinted 
invoices. 

Some  service  wholesalers  feel  that  large  crews  are  req\iired  to  complete  the 
truck  loading  operation  in  as  short  a  time  as  possible.  They  find  that  this 
is  usually  necessary  to  meet  the  demands  of  customers  and  to  maintain  the 
qviality  of  the  commodities  shipped  out.  However  it  is  interesting  to  note 
that  the  four-man  crew  using  the  revised  assembly  and  invoice  method  took 
0.095  hour  of  elapsed  time,  where  the  nine-nan  crew  took  O.O87  hour.  This 
meant  that  a  four-man  crew  took  one  half  minute  longer  to  load  a  ton  of  fruits 
and  vegetables  on  a  truck  than  the  nine-man  crew  did,  while  the  labor  cost  was 
51  percent  less.  It  is  quite  probable  that  if  preprinted  invoices  had  been 
used,  the  slight  additional  elapsed  time  req\iired  by  a  four-man  crew  would 
be  eliminated. 

In  another  phase  of  marketing,  sorting  of  fruits  and  vegetables  has  always 
been  a  costly  part  of  preparation  for  market.  Several  years  ago  it  was 
estimated  that  approximately  25  percent  of  all  hourly  rated  labor  in  California 
pear  and  apple  packinghouses  was  employed  in  sorting.  Labor  alone  accovints 
for  over  95  percent  of  the  total  cost  of  the  sorting  operation. 

Invariably,  when  labor  inputs  are  large,  industrial  engineering  techniques  can 
be  used  to  advantage  in  improving  both  methods  and  equipment  to  reduce  labor 
costs.  The  first  approach  to  this  particiilar  problem  was  to  investigate  the 
requirements  of  visual  inspection  for  svirface  chairacteri sties.  Basic  studies 
indicated  that  the  speed  of  both  translation  and  rotation  of  product  past  a 
sorter  affected  sorting  efficiency.  It  was  also  determined  that  moving  the 
product  directly  toward  the  operator  resulted  in  a  better  sorter's  performance. 
On  most  sorting  lines  the  product  approaches  from  the  sorters  right  or  left 
side.  Research  also  fo\ind  that  inspecting  for  more  than  one  defect  caused  a 
decrease  in  efficiency  as  the  number  of  defects  sorted  were  increased.  Improve- 
ment in  the  selection  and  training  of  personnel  assigned  to  sorting  was  also 
found  to  be  an  important  consideration.  The  next  step  after  this  laboratory 
investigation  was  to  determine  the  comparative  efficiency  of  methods  and 
eqxiipment  used  commercially  for  the  sorting  of  apples. 

Conveyor  belt,  spiral  roll,  and  reverse  roll  tables  were  studied.  Labor  and 
equipment  inputs  were  determined  throxigh  time  study  and  work  sampling.  The 
economic  analysis  that  followed  indicated  that  the  lowest  cost  as  well  as  the 
greatest  productivity  was  achieved  with  the  reverse  roll  table.  There  were 
two  principal  reasons  for  this:  (l)  The  rotation  and  translation  of  the  apples 
made  possible  with  this  table  simplified  the  visual  check  for  defects,  (2)  it 
mini  ml zed  handling  since  the  only  apples  lifted  from  the  table  were  C  grade 
and  cull  apples. 

During  the  course  of  the  studies  on  these  tables  it  was  noted  that  the  majority 
of  the  apples  were  inspected  three  or  more  times.  This  occurred  because  the 
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acceptable  apples  remained  on  the  table  and  passed  by  each  sorting  station. 
The  solution  to  this  problem  was  to  modify  the  reverse  roll  table  so  that  each 
apple  was  checked  only  once.  The  modification  involved  the  construction  of  a 
series  of  lanes  on  the  sorting  table.  Each  worker  was  then  assigned  responsi- 
bility for  one  lane.  As  a  result,  productivity  increased  from  10  to  46  percent 
depending  upon  the  percent  of  low  grade  apples  and  culls  in  incoming  lots. 
These  benefits  were  also  obtained: 

1.  Duplication  of  work  was  eliminated. 

2.  Sorters  developed  a  feeling  of  responsibility. 

3.  Work  was  equalized  eunong  sorters. 

k.     Output  of  each  sorter  could  now  be  checked. 

5.  Better  sorting  techniques  were  possible,  i.e., fewer  apples  were 
picked  up. 

In  addition  to  providing  lanes,  translation  speed  was  increased  because  of 
increased  worker  productivity.  The  extra  speed  had  an  added  advantage  because 
the  worker  had  to  turn  toward  the  flow  of  fruit.  As  a  result  the  angle  of 
observation  permitted  more  complete  inspection  of  the  apple  surface.  This 
contributed  to  a  further  increase  in  sorter  effectiveness.  Disposal  chutes 
were  provided  adjacent  to  individxjal  work  stations  to  minimize  arm  and  hand 
movement  in  disposing  of  cu.1  ]  s . 

Intensive  work  on  the  reverse  roll  table  indicated  a  number  of  deficiencies 
in  its  design  that  prevented  the  achievement  of  greater  productivity  and  a 
lower  operating  cost.  Therefore  a  new  table  was  designed,  developed,  and  built 
to  permit  further  improvement  of  the  sorting  operation.  This  table,  ^ich  is 
now  in  commercial  use,  is  known  as  the  float  roll  table.  In  this  table  the 
apples  ride  on  rubber  covered  rollers  which  rotate  and  translate  the  apples. 
Since  the  apples  sit  up  higher  they  can  be  more  completely  observed.  Speeds  of 
rotation  and  translation  can  be  varied  over  a  wider  range  than  was  possible  on 
the  reverse  roll  table.  Rotation  of  the  apples  was  much  smoother  and  consist- 
ent than  on  the  reverse  roll  table. 

Time  study  and  work  simplification  contributed  to  the  improvement  of  the 
sorting  operation  and  the  consequent  reduction  in  costs  as  shown  below. 

Labor  cost  per  1,000  boxes  of  loose 
Equipment  fruit  when  30^  is  lov  grade  and  culls 

Belt  table  $^5.85 

Spiral  roll  table  3^-32 

Reverse  roll  table  33 '05 

Improved  reverse  roll  table  28.22 

Float  roll  table  2i^.l6 

These  research  results  indicate  that  industrial  engineering  techniques  properly 
applied  by  carefully  trained  personnel  can  contribute  to  the  development  of  new 
or  improved  methods,  equipment  and  facilities  that  will  permit  lower  cost 
handling  and  processing  operations. 
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USING  COST  DATA  TO  INCREASE  PLAMT  EFFICIENCY 

E.  C.  Garland,  Jr. 
Virginia  Department  of  Agriculture  &  Immigration 

The  success  of  any  packinghouse  depends  on  volume  of  production,  the  prices 
received,  and  costs. 

In  reality,  there  is  very  little  packinghouse  management  can  do  to  affect 
prices  he  may  have  to  pay  for  equipment,  materials  to  be  used  in  packaging, 
and  wages  paid  to  labor.  In  addition  to  this  condition,  it  is  usually 
necessary  for  management  to  sell  his  finished  product  at  the  same  prices  paid 
by  all  buyers.  As  the  result  of  these  conditions  the  most  logical,  and 
probably  the  only  way  management  can  lower  his  costs,  is  by  increasing  his 
business  and  efficiency.  This  will  increase  his  income. 

The  scope  of  existing  inefficiencies  is  much  greater  than  anyone  would  expect. 
It  has  been  estimated  that  25  to  50  percent  of  all  manual  work  done  in  our 
shops,  offices,  factories,  and  homes  is  imnecessary.  As  far  as  the  handling 
of  agricultural  products  is  concerned,  this  percentage  is  on  the  low  side. 
By  improving  the  handling  methods  and  procedures  of  agricultiiral  products, 
expenditures  will  be  reduced  and  the  quality  of  product  will  be  greatly  improved, 

In  attempting  to  collect  and  record  materials  handling  information  to  be  used 
in  determining  handling  methods  of  greater  economy,  one  is  <  -infronted  with  a 
number  of  problems. 

When  general  terms  are  stated  they  are  likely  to  be  abstract  and  of  limited 
practical  value;  if  specific  rules  and  methods  are  stated,  they  will  most 
likely  lack  \aniversal  application. 

The  assignment  of  a  materials  handling  marketing  agent  is  to  interpret  by 
means  of  specific  examples  some  of  the  general  practical  principles  of 
materials  handling  which  have  been  and  will  continue  to  be  successful  in 
reducing  marketing  costs  and  improving  the  quality  of  Virginia's  agricultural 
products . 

The  first  step  in  developing  a  better  or  more  practical  materials  handling 
method  is  to  get  an  accxirate  picture  of  the  present  method.  This  is  usually 
done  by  making  a  list  of  all  the  operations.   (This  is  usually  done  in 
sequence . )  A  flow  diagram  representing  the  flow  of  the  product  through  the 
plant  is  made  in  order  to  obtain  an  actual  view  of  the  activity  in  the  packing 
plant. 

It  is  fairly  easy  to  list  the  steps  and  prepare  a  flow  diagram.  The  real  prob- 
lem is  making  changes  that  will  result  in  a  better,  easier,  and  safer  method 
of  performing  the  job  —  continuously  keeping  in  mind  the  importance  of  qxjality. 

The  best  way  to  approach  the  problem  is  to  question  everything  about  the  job: 

(l)  What  is  done?  What  is  the  purpose  of  the  operation? 
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(2)  Why  is  it  done?  What  would  happen  if  it  were  not  done?  Is 
every  part  of  the  job  necessary? 

(3)  Who  does  the  work?  Who  could  do  it  better?  Can  changes  be 
made  to  permit  a  person  with  less  skill  and  training  to  do  the 
work? 

(k)     Where  is  the  work  done?  Could  it  be  done  somewhere  else  more 
economically? 

(5)  When  is  the  work  done?  Would  it  be  better  to  do  it  at  some  other 
time? 

(6)  How  is  the  work  done? 

After  all  phases  of  the  job  have  been  subjected  to  the  above  questions^  the 
following  possibilities  are  considered  for  improvement: 

(1)  Eliminate  all  unnecessary  work 

(2)  Combine  operations 

(3)  Change  the  sequence  of  operations 

(k)  Simplify  the  necessary  operations. 

Since  all  operations  require  human  effort  or  attention,  the  operations  are ' 
studied  either  by  the  time  and  motion  method,  or  the  work  sampling  method. 
Each  operation  is  divided  into  small  elements  and  each  element  is  acci^rately 
analyzed  in  relation  to  the  amount  of  time  required  to  perform  the  element. 

After  sufficient  studies  are  made  of  the  elements  in  the  operation  (by 
sufficient,  I  mean  enough  to  get  em  accurate  average  time),  the  wage  rate  paid 
the  operator  is  applied  to  the  time.  This  is  the  actual  labor  cost  to  manage- 
ment for  having  the  job  perfonned. 

While  this  type  of  analysis  is  being  conducted,  it  is  possible  to  detect  where 
and  when  it  is  practical  to  combine  jobs,  eliminate  jobs,  and  improve  the 
efficiency  of  the  overall  operation. 

Different  methods  of  performing  the  operation  are  discussed,  tested,  and 
analyzed  for  the  purpose  of  eliminating  all  unnecessary  motions  and  improving 
the  sequence  of  motions  for  maximum  efficiency. 

After  proposed  changes  ai^  made  in  the  performance  of  the  operation,  the  new 
method  is  studied  in  order  to  determine  the  increase  in  efficiency  and  the 
reduction  in  cost. 

The  comparison  of  the  old  and  new  cost  figures  is  the  most  effective  means 
of  selling  management  toward  improving  his  overall  plant  efficiency. 
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The  follow-up  or  application  step  of  putting  the  improved  work  methods  and 
techniques  in  effect  and  making  them  work  is  very  important.  It  is  important 
to  see  that  the  new  method  is  followed  and  the  old  method  discontinued. 

Plant  flow  diagrams,  indicating  storage  areas,  transportation,  inspection  areas, 
operations  and  delays,  are  prepared  for  plant  management  both  before  and  after 
the  approved  changes  have  been  made  in  the  movement  of  his  product  through  the 
plant.  In  addition,  cost  bar  graphs  are  made  of  each  job  both  before  and  after 
changes  have  been  made  in  the  methods  of  performing  the  jobs.  Bar  graphs  have 
proven  to  be  an  ostentatious  means  of  displaying  job  costs  and  a  continuous 
effort  is  made  to  reduce  these  individioal  costs  at  all  times. 

An  example  of  cost  reduction  follow-up  in  one  of  Virginia's  apple  packing 
plants  is: 

During  the  1955  apple  packing  season,  one  plant  in  Virginia  employed  71 
employees  to  pack  their  fruit.  Labor  cost  per  bushel  was  approximately  30  cents 

After  time  and  cost  studies  were  made  during  1955  and  1956  packing  seasons, 
it  was  possible  to  reduce  their  labor  from  71  to  5^.  Although  the  wage  rate 
for  labor  increased,  management  reduced  their  labor  cost  per  bushel  by  one  cent. 

After  further  studies  and  improvements  were  made,  the  labor  force  was  reduced 
from  5^  employees  to  hh   during  the  1957  packing  season.  Thus  reducing  the 
cost  labor  per  bushel  from  28  cents  to  26  cents. 

I  propose  that  the  following  conditions  be  closely  observed  when  attempting 
to  improve  the  efficiency  in  packing  plants: 

1.  Failiire  to  use  available  equipment  efficiently. 

2.  Excess  labor. 

3.  Need  of  repairs  to  present  equipment. 
k.  Congested  operating  areas. 

5.  Congested  shipping  areas. 

6.  Failure  to  assign  job  responsibility. 

7.  Lack  of  either  siAfficient  or  competent  supervision. 

8.  Obsolete  equipment. 

In  summary,  it  is  recommended  that  while  making  the  evaluation  of  savings  on 
a  time  and  cost  basis,  it  is  advisable  to  continue  asking  for  ideas  and 
siiggestions  for  additional  improvements  from  all  personnel  interested  in  the 
product.  And  last  but  not  least,  give  credit  for  the  improvements  where 
credit  is  due. 


CONCLUSIONS  AND  RECOMMENDATIONS 

On  assisting  management  in  improving  operating  efficiency 

Industrial  engineering  techniques  ajid  their  application  to  the  preparation  and 
handling  of  fruits  and  vegetables  coupled  with  the  use  of  cost  data  to  increase 
plant  efficiency  provided  some  interesting  material  for  group  discussion. 
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[t  was  "brought  out  in  the  discussion  on  this  subject  that  the  selection  of 
naterials  handling  equipment  should  be  made  prior  to  planning  the  building 
Layout.  Also,  the  purchase  of  new  equipment  for  an  installation  will  not 
lecessarily  make  the  facility  more  efficient  unless  the  management  has  the 
inow  how  to  use  this  equipment  effectively. 

Et  was  deemed  unwise  to  assist  the  small  plant  operator  to  improve  his  facility 
/hen  it  is  evident  that  it  is  just  a  matter  of  time  before  the  operation  will 
oe   out  of  business. 

It  was  agreed  that  often  higher  labor  rates  have  led  to  more  efficient  use  of 
labor  brought  about  by  plant  and  equipment  modernization  with  a  resultant 
Lowering  of  unit  labor  costs. 


LIVESIQCK 

Work  Group  Sessions 
The  Canadian  Meat -Type  Hog  Program 

H.  J.  Maybee 
Canada  Department  of  Agriciilture 

The  Meat-Type  Hog  Program,  or  National  Bacon  Hog  Policy,  as  it  was  originally 
designated  in  Canada,  has  many  facets  including  federal  and  provincial  assist- 
ance in  the  production  field,  pig  testing,  and  so  on,  but  since  this  is  a 
marketing  conference  we  will  confine  our  remarks  mainly  to  the  grading  and 
marketing  aspects  of  the  program. 

Development  of  Live  Grading 

At  the  end  of  World  War  I,  Canada  was  faced  with  the  necessity  of  doing  some- 
thing about  hog  qviality  in  order  to  hold  a  place  on  the  U.  K.  market  for  o\ir 
surplus  pork  products.  The  sxirplus  was  potentially  large  and  the  quality  was 
low.  The  U.  S.  market  was  only  spasmodically  attractive. 

Sparked  by  the  federal  Department  of  Agricultxire ,  and  supported  by  provincial 
Departments,  all  phases  of  the  industry  became  interested  and  one  of  the  resxilts 
was  a  national  system  of  live  hog  grading  which  was  started  in  October  1922. 
Grade  standards  had  been  set  up,  based  roughly  on  the  requirements  of  the  U.  K. 
bacon  market  for  long  lean  Wiltshire  sides.  The  grading  was  done  at  public 
stockyards  and  at  packing  plants,  with  the  trade  doing  most  of  the  grading,  and 
government  inspectors  checking  their  work. 

For  some  time  it  was  mainly  a  matter  of  getting  the  grading  machinery  in  good 
working  order,  but  gradually  farmers,  shipping  clubs,  and  cooperative  organi- 
zations began  to  mark  their  hogs  as  to  producer  ownership  and  settle  on  the 
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basis  of  a  grade  certificate.  Before  long  the  government  grading  staff  was 
increased  to  take  over  all  the  grading  and  also  to  carry  out  promotional  work 
such  as  grading  demonstrations  at  coxmtry  loading  points. 

By  gradual  steps  through  federal  and  provincial  legislation  the  purchase  and 
sale  of  hogs  on  the  graded  basis  became  compulsory.  Every  farmer  received  a 
grade  certificate.  If  he  sold  through  a  cooperative  his  hogs  were  marked  and 
he  was  paid  on  the  official  grade.  If  he  sold  throiigh  a  drover  or  trucker, 
the  drover  could  grade  his  hogs  and  turn  in  a  report  to  the  grader  showing  his 
own  grading  on  each  lot  in  his  load.  The  Department  then  mailed  a  report  to 
each  farmer  showing  the  drover's  grade  on  his  lot  of  hogs,  the  drover's  grade 
on  the  whole  shipment,  and  the  official  grade  on  the  whole  shipment.  Many 
drovers  took  pride  in  having  the  official  grade  turn  out  exactly  the  same  as 
their  own  on  one  or  more  carlots  of  hogs. 

If  a  drover  could  not  or  would  not  grade  reasonably  in  line  with  official 
standards  he  was  required  to  mark  each  farmer's  hogs  for  official  grading. 
Thus  every  farmer  received  either  a  reasonably  accurate  drover's  grade  or  an 
official  grade. 

Quality  Improved 

In  general,  the  grading  system  got  results.  The  first  few  months  were  pretty 
rough,  with  sales  agencies  and  packer's  men  whose  routine  was  being  disturbed 
openly  antagonistic  to  the  whole  scheme,  and  bets  were  made  that  it  woiJild  all 
be  forgotten  in  6  weeks  or  6  months.  Also,  drovers  who  pxirchased  hogs  outright, 
from  the  farmers  took  a  dim  view  of  it.  But  in  almost  every  neighborhood  there 
was  a  co-op  shipping  club  organized  in  competition  with  the  drover  and  these 
clubs  operated  on  the  graded  basis.  The  farmers  with  the  best  hogs  wo\ild  ship 
with  the  club  and  the  drover  would  get  the  bad  ones,  which  he  found  increas- 
ingly difficult  to  sell  to  the  packer  without  discount. 

So,  the  influence  of  sale  by  grade  was  steadily  spreading.  Farmers  were 
switching  from  lard- type  breeding  stock  to  Yorkshires  and  other  English  breeds 
(assisted  by  various  production  policies  -  Boar  Clubs,  Bacon  Hog  Pairs,  litter 
competitions,  Brood  Sow  policy) . 

During  the  period  of  live  hog  grading,  1923-1939,  the  percentage  of  top  grade 
for  Canada  increased  from  15  percent  to  30  percent.  In  Alberta  this  was  2  per- 
cent to  33  percent  and  in  Ontario  21  percent  to  33  percent,  (the  largest  hog 
producing  provinces).  This  was  only  part  of  the  improvement  since  the  content 
of  the  second  and  largest  grade  had  been  completely  changed. 

Live  Grading  Served  a  Purpose 

After  10  or  12  years  of  live  grading  we  began  to  see  its  limitations.  It  was 
adequate  to  separate  the  thick  smooths  from  the  selects.  It  was  a  rough  and 
ready  kind  of  sorting  but  it  was  a  start.  Now  most  of  the  thick  smooths  had 
disappeared  and  most  hogs  had  some  degree  of  bacon  type,  or  meat  type.  Our 
main  target  was  still  the  top  English  Wiltshire,  55-65  lb.  with  very  precise 
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specifications  for  type  and  fat.  Fortianately  the  hog  \riiich  met  these  require- 
ments was  also  the  best  one  in  the  domestic  trade. 

It  became  evident  that  more  accxiracy  of  grading  was  now  needed  to  make  further 
progress,  on  the  score  of  both  appraisal  of  carcass  quality  and  also  weight. 
Overweight  hogs  could  be  shnink  out  to  get  into  the  first  or  second  grade  alive 
but  would  still  be  overweight  on  the  rail. 

Hog  Carcass  Grading  Introduced 

The  idea  of  carcass  grading  began  to  develop  aroimd  1930.  Tentative  grades 
were  established  which  were  mainly  based  on  the  live  grades  and  weights.  Hogs 
from  bacon  litter  competitions  and  bacon  hog  fairs  were  graded  and  judged  on 
the  carcass  basis.  A  practice  grew  up  on  the  public  markets  >rtiere,  if  a 
salesman  protested  a  live  grade  awarded  by  the  grader,  he  woxild  ask  for  a 
carcass  grade.  The  hogs  woxild  be  tattooed  and  checked  on  the  rail.  There  was 
never  any  dispute  about  the  carcass  grade.  Weight  and  fat  measurements  were 
obvious  to  anyone. 

In  one  large  plant  a  special  project  was  conducted  for  several  weeks  when  some 
25,000  hogs  were  carcass  graded  on  the  proposed  standards.  This  proved  the 
system  practicable  and  indicated  how  the  regular  run   of  hogs  would  grade  on  the 
carcass  basis. 

In  193^ >  an  official  carcass  grading  service  was  offered  at  a  few  plants  on  an 
optional  basis.  This  was  gradually  expanded  to  all  plants  in  Canada  as  the 
plants  became  equipped  and  graders  trained.  Special  automatic  scales  were 
developed  with  suitable  weigh  tickets,  as  well  as  a  tattooing  technique  to 
identify  each  hog  as  to  producer  ownership. 

Much  attention  was  given  to  office  procediores  in  order  to  facilitate  rapid 
settlement.  The  scale  tickets  which  show  weight,  grade,  and  identification, 
flow  from  the  kill  floor  to  the  livestock  office  where  graders  and  plant  clerks 
cooperate  in  completing  the  grade  certificates  and  settlements.  An  important 
point  here  is  to  avoid  mixing  large  droves  of  hogs  before  slaxighter  so  that 
one  farmer's  lot  will  not  be  spread  throughout  a  large  kill.  The  average  size 
of  lot  marketed  in  Canada  is  about  4.5  hogs.  Completed  settlements  are  avail- 
able for  practically  all  hogs  either  on  the  day  of  arrival  or  the  following 
day. 

100  Percent  Carcass  Grading  (Change-over) 

The  dual  system  of  live  and  carcass  grading  was  maintained  for  six  years  until 
19^0,  when  live  grading  was  discontinued.  Around  60  percent  of  all  hogs  were 
being  optionally  rail  graded  and  there  was  no  great  difficulty  in  bringing 
the  remainder  into  line. 

Carcass  Weight  Basis 

By  common  consent  the  settlement  on  carcass  weight  has  generally  been  adopted 
along  with  rail  grading.  While  the  Department  has  always  favored  this  method 
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there  has  never  been  any  pressixre  brought  to  bear  in  this  regard.  Theoretically! 
hogs  may  still  be  bought  and  sold  FOB,  WOC,   11/  WOT,  12/  F  &  W,  or  dressed 
weight.  Incidentally,  the  fed  and  watered  sysxem  disappeared  many  years  ago. 
This  meant  that  some  expert  hog-stuff ers  were  out  of  a  job.   It  has  also  been 
noted  that  very  high  priced  hog  b^iyers  are  not  so  plentiful  as  in  the  old  days 
when  expert  appraisal  of  carcass  yield  was  necessary. 

Good  producers  favor  the  dressed  weight  system  and  weigh  their  hogs  as  they 
are  approaching  market  weight  so  as  to  get  them  into  the  preferred  weight  r^mge. 

In  the  case  of  some  long  distance  shipments  a  special  settlement  may  be  made  to 
compensate  for  extra  shrink  and  lower  carcass  yield.  This  may  be  a  price  bonus 
on  a  guaranteed  minimum  yield.  While  act\aal  loss  in  carcass  weight  cannot  be 
proven,  it  is  generally  conceded  that  there  is  a  small  flesh  shrinkage  in  long 
shipments  (l  percent — 2  percent). 

General  Acceptance 

The  dressed  weight  and  carcass  grade  system  has,  therefore,  become  generally 
accepted  and  supported  by  both  buyers  and  sellers  across  the  country.  There 
is  an  occasional  complaint  that  a  farmer  didn't  have  a  sow,  or  a  heavy,  or  a 
ridgling  as  shown  on  his  grade  certificate.  The  original  weight  tickets  are 
kept  on  file  for  a  year  and  these  can  be  checked  in  case  of  complaint.  The 
grader  often  makes  a  note  on  the  ticket  about  any  imusual  condition  of  the 
carcass.  Also  there  are  sym.bols  which  are  checked  off  to  indicate  the  main 
faults  (why  the  carcass  did  not  make  Grade  A) . 

The  more  important  complaints  come  from  the  farmer  who  got  a  poor  grade  — 
usually  too  many  C's  -  and  we  pay  special  attention  to  him.  Where  possible  he 
is  visited  and  we  advise  him  about  his  breeding  stock  and  feeding  and, 
especially,  he  is  \irged  to  accompany  his  next  lot  of  hogs  to  market  and  see  the 
carcasses  graded.  Many  producers  do  this  and  have  been  amazed  at  the  layer  of 
fat  on  their  hogs  which  they  had  believed  to  have  "just  good  market  finish." 

Many  organized  groups  of  farmers  visit  the  plants  and  usually  see  a  group  of 
carcasses  from  their  own  locality  graded  and  discussed.  Junior  farmers  come  in 
for  carcass  judging  practice  as  part  of  their  k^E  work. 

Jurisdiction  and  Cost  of  Seirvice 

During  recent  years  federal  and  provincial  jurisdiction  have  been  clarified  so 
that  now  there  is  no  federal  control  over  a  commodity  which  does  not  cross  a 
provincial  boundary.  In  the  case  of  meat  carcasses  and  many  other  commodities, 
the  Canada  Department  of  Agricult\are  sets  up  national  standards  and  offers  a 
grading  service  if  certain  conditions  are  met.  The  service  is  automatically 
provided  in  all  plants  operated  under  federal  inspection. 

1^  Weighed  off  cars. 
5/  Weighed  off  truck. 
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The  grading  service  is  provided  by  the  government  without  cost,  although  the 
day  may  cone  when  the  industry  will  he  asked  to  carry  this  cost  (as  in  the  U.  S.) 
Hog  carcass  grading  is  not  very  expensive  in  Canada  since  the  same  staff  grades 
beef,  veal,  and  lamb,  and  also  handles  stockyards'  administration  and  market 
reporting.   It  would  amount  to  only  a  few  cents  per  hog.  ($900,000  cost  these 
services  x  1/3  allocated  to  hogs  =  $300,000;   $300,000  -^  6  million  hogs 
graded  -   5  cents  per  head) . 

Status  and  Value  of  System 

As  already  indicated  the  hog  carcass  grading  system  has  become  firmly  estab- 
lished and  accepted  in  general.  In  fact,  the  use  of  the  carcass  basis  of  sale 
is  steadily  increasing  for  other  meat  animals  on  the  optional  basis  (lambs  and 
beef). 

Cooperative  selling  agencies,  which  now  handle  the  bulk  of  the  hogs,  are  firm 
supporters  of  it. 

Some  of  the  objections  which  have  been  raised  are  that  it  has  diverted  hogs 
from  the  public  markets,  that  it  hinders  exjHDrt  and  other  long  distance  selling, 
and  that  it  robs  the  farmer  of  bargaining  power  becaxise  his  hogs  may  be  in  the 
packer's  cooler  before  he  knows  the  price  or  gets  settlement. 

As  to  the  first  it  can  be  said  that  the  trend  to  more  direct  selling  was 
inevitable  with  the  decentralization  of  the  packing  industry  and  the  develop- 
ment of  truck  transportation.  The  same  trend  has  been  noted  in  the  U.  S.  where 
there  has  been  no  carcass  grading.  There  is  no  restriction  on  export,  the 
hogs  simply  go  withoiit  grading,  and  the  trade  has  developed  its  own  remedies 
for  the  added  shrink  on  long  shipments.  On  the  third  point,  if  the  farmer  lost 
any  bargaining  advantage  it  was  his  own  fault,  usually  by  giving  his  hogs  to 
a  trucker  to  act  as  his  selling  agent.  Any  farmer  can  know  the  going  price  at 
any  time  and  he  can  sell  through  a  responsible  agency  which  will  protect  his 
interest.  As  a  matter  of  fact  three  of  our  provinces  now  have  hog  marketing 
boards  which  have  legal  control  of  all  hogs  marketed.  It  is  jxist  as  easy  to 
bargain  for  a  carcass  price  as  for  a  live  weight  price. 

The  Ontario  Hog  Marketing  Board  has  set  up  assembly  points  in  areas  not  close 
to  the  central  stockyards;  some  hogs  are  sold  by  auction  at  public  markets  in 
the  West;  and  there  is  now  a  start  being  made,  in  one  province,  with  "boarding" 
hogs  which  are  routed  direct  to  the  plant  of  the  highest  bidder.  (Blackboard 
in  auction  ring) .  The  point  is  that  the  carcass  grading  system  can  function 
in  any  marketing  channel. 

Pricing  and  Differentials 

For  convenience  it  is  customary  to  regard  one  of  the  top  grades  as  the  basic 
grade.  Prices  are  quoted  on  this  grade  and  there  are  more  or  less  fixed 
differentials  between  the  grades.  The  differentials  may  be  in  dollars  per  hog, 
in  dollars  per  cwt . ,  or  even  as  a  percentage  of  value .  All  these  methods  have 
been  used  in  Canada. 
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The  present  system  is  to  quote  prices  on  the  top  grade  only.  The  other  grades 
have  their  own  prices  per  cwt . ,  but  the  spreads  between  grades  do  not  change 
frequently  as  does  the  basic  price.  The  differential  between  grades  A  and 
B  1  has  remained  at  $1  per  cwt.  at  all  markets  for  the  last  few  years. 
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For  some  years  the  practice  in  making  settlements  was  to  show  the  weight  of  the 
whole  lot  of  hogs  at  the  basic  top  grade  price,  then  the  discoimts  for  each      ^ 
grade  were  deducted.  Originally  it  was  thought  this  would  have  a  good 
psychological  effect  on  the  producer  as  he  woiild  see  at  the  top  the  amount  he 
woTild  have  received  if  his  hogs  were  all  top  grade.  However,  it  seemed  to      I  ir: 
annoy  him  more  than  anything  else  and  it  was  a  common  expression  that  "Mr.      |  je: 
Deduct"  was  getting  all  the  profits. 

In  live  grading  a  usefiil  short  cut  in  weighing  hogs  was  provided  by  the  cash 
differential  per  head,  as  it  made  it  unnecessary  to  weigh  each  grade 
separately. 

Present  Situation 

li 

There  has  been  some  levelling  off  in  hog  quality  improvement  in  Canada  as  a      o 
whole  since  19^1  when  rail  grading  became  the  general  practice.  In  19^2,  the 
percentage  of  Grade  A  was  29.9^  last  year  it  was  28.7^  and  this  year  to  date 
it  was  28. 7 •  In  the  interval  it  was  just  above  32  percent  on  different 
occasions  and  was  down  to  25.9  in  195^* 

There  is  no  evidence  that  carcass  grading  was  a  factor  in  causing  this  set-back. 
Hog  quality  wovild  probably  have  been  worse  without  carcass  grading.  •  The  real 
reasons  seem  to  be  that  in  eastern  Canada  the  hog  is  only  one  of  many  farm 
enterprises  -  it  is  a  side  issue  -  not  considered,  by  many  producers,  to  be 
worthy  of  special  effort.  In  the  West,  with  abundant  cheap  feed,  the  emphasis 
has  been  on  tonnage  rather  than  quality,  with  a  minimiam  of  labor. 

Some  areas  ajid  individvials  have  proven  that  hog  qxiality  can  be  almost  continu- 
ously improved  under  proper  husbandry.  P.E.  I.  hogs  graded  35  percent  A's  in 
19^1-1  and  52.9  percent  in  1957*  Last  year  l6  counties  in  Ontario  had  over  35 
percent  Grade  A  hogs  and  one  of  the  largest  producing  counties  had  ko   percent 
Grade  A.  Individual  producers  and  orgEuaized  groups  can  and  do  consistently 
get  75  to  90  percent  top  grade. 

Therefore,  it  is  felt  that  the  system  provides  the  means  to  assist  any  producer 
to  improve  his  hog  qijality  if  he  cares  to  make  use  of  it. 

We  do  think  oxxc   carcass  grades  are  capable  of  improvement  and  work  on  this 
problem  is  proceeding  at  present.  We  expect  to  tighten  up  on  the  maximum  fat 
allowed  in  the  top  grades  and  make  some  adjxistments  in  weight  ranges.  We  have 
the  same  objective  as  you  in  that  we  want  to  sort  the  hogs  on  the  basis  of 
their  out-turn  of  lean  cuts.  This  is  a  complicated  problem  euid  we  are  extremely 
interested  in  the  excellent  progress  you  are  making  in  the  U.  S.  with  yoxir  meat- 
type  hog  development. 
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Hog  Premivtm  Policy 

Associated  witli  the  grading  policy  since  19^  has  been  the  government  premium 
policy  whereby  premiums  of  $2  and  $1  per  hog  are  paid  on  the  two  top  grades  - 
direct  to  producer  -  by  cash  warrant  attached  to  grade  certificate. 

Grading  of  Pork  Cuts 

Like  yourselves,  we  have  given  much  tho\ight  to  other  possible  activities  to 
bridge  the  gap  between  producer  and  cons\;uner  with  respect  to  consimer  req\iire- 
ments.  We  can  grade  and  mark  a  carcass  of  beef  or  lamb,  or  an  egg,  or  an 
apple  with  reasonable  expectation  that  the  process  will  benefit  both  producer 
and  consumer.  We  cannot  do  this  with  a  hog  carcass.  At  least  we  have  not 
yet  found  it  feasible  to  relate  directly  the  grade  of  a  pork  cut  with  that 
of  the  carcass. 

This  has  been  the  cause  of  much  controversy  arising  from  both  groups.  The 
producer  says  it  is  not  fair  to  grade  the  hog  for  his  own  settlement  and  then 
let  the  processor  go  free  with  his  product.  He  says  my  Grade  C  hog  comes  out 
of  the  plant  as  a  top  grade  product.  The  consumer  (CAC)  says  we  want  our   pork 
products  government  graded  the  same  as  beef. 

Grad\jally  both  groups  are  being  educated  as  to  the  problems  involved.  How  do 
you  grade  a  pork  cut  as  to  fat  content  unless  you  cut  it  into  small  pieces? 
Can  you  make  use  of  specific  gravity,  ultra-sonic  methods,  or  light  reflection? 
Probably  science  will  provide  an  answer  in  the  years  ahead. 

It  is  true,  however,  that  gradually  increased  trimming  and  defatting  practiced 
by  the  processors  in  preparing  the  retail  cuts  has  tended  to  standardize  the 
general  quality  at  a  fairly  high  level  and  thus  reduce  the  need  for  government 
grading. 

We  have  done  a  little  research  on  the  grading  of  sliced  side  bacon  for  leanness. 
This  seemed  to  be  one  pork  product  which  would  lend  itself  to  grading  and  most 
consumer  complaints  about  pork  were  directed  at  breakfast  bacon.  We  set  up  a 
tentative  standard  for  one  grade  only  (Canada  Grade  A  Lean)  which  was  somewhat 
leaner  than  the  average  of  packer's  top  brands.  The  standard,  which  called  for 
30  percent  lean  in  a  slice  with  a  fair  intermingling  of  the  fat  and  lean,  was 
based  on  preference  surveys  conducted  at  a  couple  of  exhibitions  where  some 
8,000  cons\imer  opinions  were  obtained. 

This  graded  bacon  was  then  placed  on  sale  in  one  supermarket  in  each  of  three 
cities,  along  side  the  regular  brands  carried,  and  at  a  small  price  premium 
(6  cents  per  poimd)  over  regular  top  brands. 

In  brief  the  project  seemed  to  prove  that  it  was  practicable  to  have  sliced 
bacon  graded  according  to  uniform  standards  in  various  plants,  and  that  a 
considerable  number  of  consumers  were  willing  to  pay  a  premium  to  get  uniformly 
extra  lean  bacon.  One  of  the  problems  was,  what  would  happen  in  the  merchandis- 
ing of  the  remaining  bacon  if  all  the  Grade  A  Lean  was  taken  out  and  sold 
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separately.  No  conclusions  about  the  usefulness  of  government  grading  of 
sliced  bacon  have  yet  been  reached. 

Production  Policies 

A  word  on  two  of  the  more  impoi'tant  parts  of  the  production  program  might  be 
appropriate  before  concluding. 

A  pig  testing  policy  called  Advanced  Registry  for  Swine  has  been  in  operation 
for  many  years.  This  involves  a  slaughter  test  on  four  pigs  from  a  nominated 
litter.  There  are  a  number  of  feeding  stations  across  the  country  operated 
by  the  Department  where  most  of  the  test  lots  are  placed  on  feed.  The  dam 
of  the  litter  is  given  a  three  part  rating  -  on  size  of  litter,  feed  per  pound 
gain,  and  carcass  excellence.  Boars  are  rated  on  the  number  of  qualifying 
litters  sired. 

A  fairly  recent  project  has  been  the  development  of  the  new  breed,  Lacombe. 
The  objective  was  to  produce  a  breed  with  a  different  genetic  background  from 
the  Yorkshire,  which  now  predominates  in  Canada,  and  which  would  be  suitable 
for  crossing  with  the  Yorkshire.  While  there  are  not  yet  many  of  the  Lacombe 
breed  available  for  general  distribution,  results  to  date  are  encouraging 
(Chester-Landrace  X  Berkshire,  former  from  U.  S.). 

Among  o\ir  fairs  and  exhibitions  most  prize  lists  restrict  the  breeding  classes 
to  bacon  breeds,  and  many  feature  carcass  classes  for  market  hogs.  There  are 
two  such  classes  of  long  standing  at  the  Royal  Winter  Fair,  Toronto,  and  also 
at  this  Show  prize  money  in  the  breeding  classes  is  augmented  when  the 
individual  is  qualified  for  Advanced  Registry  or  has  a  qtialified  sire  or  dam. 

SUMMARY 

In  conclusion  it  may  be  said  with  respect  to  the  marketing  aspects  of  the 
Canadian  Hog  Program  that: 

1.  Settlement  to  the  producer  on  a  quality  basis  through  the 
medium  of  official  carcass  grading  has  been  generally  practiced 
since  19U0. 

2.  It  has  been  a  factor  in  considerable  hog  improvement  in 
the  case  of  various  areas  and  a  great  many  individual 
producers . 

3.  More  general  improvement  is  anticipated  as  hog  producers 
realize  that  more  top  quality  is  necessary  to  compete  with 
beef  and  poiiltry  meats. 

k.     It  is  hoped  to  accelerate  this  improvement  throiigh  some 
revision  of  carcass  grades  and  more  cash  incentive  on  the 
top  grade. 
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CONCLUSION 

Since  I  understand  this  conference  is  especially  concerned  with  State  programs 
I  might  state  in  conclusion  that  practically  all  provincial  departments  of 
agriculture  have  policies  to  assist  bacon  hog  production.  Some  are  joint 
federal -provincial  schemes  and  many  are  entirely  provincial.  Some  con5)liment 
federal  policies  such  as  bonuses  for  good  performance  under  grading  or  pig 
testing. 

PROGRESS  OF  RESEARCH  IN  POINTING  THE  WAY  TO  NEEDED 
IMPROVUvETtTS  IN  MAi^KETING  MEAT-TYPE  ANIMALS  AND  THEIR  PRODUCTS 

George  F.  Henning 
Ohio  State  University 

In  discussing  this  subject,  it  seems  desirable  that  we  first  take  a  quick 
observation  of  o\ir  per  capita  consumption  of  meat  in  this  co\mtry. 


Table  1. — Per  capita  consumption  of  red  meats  and  poultry  averaged  by  periods 

for  the  United  States 


Period       ; 

Beef   : 

Veal   ' 

Tftmb    ; 

and    : 

Mutton ; 

Pork       : 

excluding   ; 

Lard       : 

Total   : 

red     ; 

meats   ; 

Poultry 

y 

Poxmds 

1920  -  1929 

•     56.6' 

:     7.7  : 

5A ; 

68.1         1 

137.8  : 

20.6 

1930  -  1939 

:     53.8 

•     7.7 

:     6.8 

62.3 

.  130.6 

:            21.0 

191^0  -  19^9  . 

\     60. If 

'i     9.5 

:     6.2 

:       71.2 

:  1^7.3 

1            28.6 

1950  -  1957 

i     73.9 

\     8.6 

''     ^.3 

[       66.6 

:  153.iv 

:     2/  3^.2 

1958 

:     80.5 

'i     6.8 

\     k.l 

:       60.5 

:  152.0 

:           i+0.0 

1/  This  includes  chickens,  broilers,  and  turkeys  on  a  dressed  weight 
basis. 

2/    Partly  estimated  for  recent  years. 

An  examination  of  this  table  points  out  that  beef  has  been  expemding.  Lajmb 
has  been  declining,  altho\jgh  it  never  was  very  large;  pork  expanded  somewhat 
d\iring  World  War  II,  but  has  declined  during  recent  years;  and  poiiltiy  meat 
has  expanded  outstamdingly.  The  per  capita  consumption  of  all  red  meat  for  the 
past  three  or  five  years  has  increased  considerably,  10  percent  or  more  depend- 
ing on  years  selected  over  the  pre-World  War  II  figures.  It  must  not  be  ignored 
that  total  meat  consumption  in  tonnage  has  increased  much  more  due  to  our 
increase  in  total  population,  ^ich  at  present  time  is  approximately  3  million 
annually . 
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With  this  trend  away  from  pork  developing^  researchers  started  since  World  War 
II  to  investigate  and  study  the  problems  associated  vrith  this  swing  to  other 
meats . 

One  of  the  first  research  projects  was  the  North  Central  Regional  study,  N\imber 
30,  on  "Objective  Carcass  Grade  Standards  for  Slaughter  Hogs,"  published  as 
B\illetin  ^4-1^4-  of  the  Minnesota  Agricultural  Experiment  Station.  The  principal 
resijlt  of  this  study  was  to  point  out  the  relationships  that  existed  between 
the  amount  of  fat  produced  on  a  hog  correlated  with  the  four  lean  cuts,  (ham, 
loin,  picnic,  and  butt).  From  this  research,  cajne  the  desirability  of  changing 
our  approach  to  marketing  hogs. 

Ohio's  contribution  to  this  regional  project  emphasized  the  importance  of  live 
grading  hogs  into  classes  that  would  give  carcasses  of  high,  medium,  and  low 
value.  While  it  was  realized  that  buying  hogs  on  a  carcass  weight  and  grade 
basis  wo\ild  be  more  accurate,  Ohio  researchers  recognized  the  inertia  of  the 
meat  industry  and  its  objection  to  carcass  grading.  Ohio  research  showed  that 
swine  carcasses  of  high  value  No.  1,  medium  value  No.  2,  and  low  value  No.  3 
had  physical  characteristics  that  could  be  associated  with  live  grading.  I3/ 
Using  this  information  marketing  agencies  stepped  up  the  live  grading  of  hogs 
at  coixntry  markets  and  began  selling  No.  1  meat  hogs  to  the  slaughterers. 

At  about  the  same  time,  the  Agricultiiral  Extension  Service  with  additional 
fimds  f tarnished  by  the  Federal  Agriculttiral  Extension  Service  started  a  project 
whereby  an  extenstion  marketing  specialist  began  assisting  marketing  agencies 
in  grading  and  marketing  problems  of  No.  1  meat  hogs.  This  specialist  today 
in  Ohio  is  devoting  nearly  full  time  to  this  work. 

Soon  livestock  auctions  commenced  to  get  definitely  higher  prices  for  lots  of 
No.  1  hogs.  Today  many  auctions  are  getting  for  farmers  who  produce  No.  1 
meat  hogs,  prices  that  are  well  above  the  so-called  average  price  based  on  No. 
2  hogs.  This  has  been  siimmarized  in  a  Master  Thesis  at  Ohio  State  University 
by  C.  C.  Bowen. 

Unfortunately,  some  of  our  eastern  terminal  markets  were  slow  to  recognize 
price  differences  between  No.  1,  2,  and  3  hogs,  but  today  most  terminal  markets 
are  recognizing  value  differences  for  meat  hogs.  Some  term  it  merit  selling. 

Some  packers  at  the  start  of  this  meat  hog  program  were  willing  to  pay  a 
differential  above  the  'bulk,   sales  price  for  hogs  that  would  grade  No.  1. 
Various  price  differentials  have  been  used  but  probably  the  most  common  one 
today  is  50  cents  over  No.  2  hogs. 

Some  research  in  Ohio  ih/   has  explored  the  area  of  price  differentials  that 
farmers  should  be  paid  for  No.  1  compared  to  No.  2  and  No.  3  hogs  based  on  the 
differences  in  wholesale  values  of  meat  cuts.  These  differentials  for  recent 
years  and  currently  are  given  in  Table  2. 


13/  Henning  and  Evans.  Iferket  Hogs  Can  Be  Acc\irately  Graded.  Ohio 
Agr.  Expt.  Sta.  Bui.  728,  pp.  kQ   -59. 

14/  Henning  and  Stout.  Pricing  Hogs  Under  Present  Day  Conditions. 
Ohio  Agr.  Expt.  Sta.  Bui.  8OI. 
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Differentials  it  must  be  remembered  are  based  on  accurate  grading  of  n\jmber 
I's,  2's,  and  3's.   In  day-to-day  marketing  there  are  many  No.  2  hogs  included 
with  No.  I's.  At  least  such  are  the  reports  coming  back  from  the  slaughterers. 
Then  also  a  few  No.  I's  are  being  graded  as  No.  2's  due  to  the  skills  and 
inaccuracies  of  grading.  You  will  note^  too,  for  the  past  years  there  is  a 
definite  seasonal  pattern  to  value  differentials  (see  table  2).  In  the  futiire, 
it  seems  to  me,  meat  slaughterers  and  marketing  agencies  must  give  more  recog- 
nition to  this  point.  However,  the  practice  of  multiple  farrowing  and  more 
uniform  marketings  may  even  out  supplies.  More  uniform  seasonal  supplies  also 
may  influence  the  seasonality  of  price  differentials  in  the  future.  We  will 
have  to  wait  and  see. 


Table  2. — The  monthly  differentials  in  live-weight  value  per  cwt.  between 
grades  1  and  2  and  grades  2  and  3  slaughter  hogs  weighing  195-220  pounds 
calculated  by  the  Ohio  formula,  ii-year  average  (195^-1957),  1957;  and 
1958  to  date. 


;    Grade  1  over  grade  2 
Month  :Fo\ir-year;        : 

i   average  i     1957  :   1956 


Grade  3  under  grade  2 


Four-year; 
average   ; 


1957 


1958 


Cents  per  hundred  pounds 

January 

•   0.63 

0.58  :   0.66 

:    0.77 

0.68   < 

0.77 

February 

:    .66 

•   .67 

.69 

.69 

.66    ; 

.81 

March 

.67 

.62 

.89 

.71  ' 

.67   : 

.86 

April 

:    .63 

.5^ 

.68   ; 

.72 

.60   : 

:     .85 

May 

.71 

.53 

.95   • 

.80  : 

.61    ! 

.92 

June 

.7^^ 

•  73 

.95 

:     .81 

.73 

:      .95 

July 

:    .7^ 

.71 

.83 

.77 

.63 

:      .70 

August 

:    .76 

.85 

.88 

:     .68 

:   .75 

:      .68 

September 

:    .72  ' 

•   .78 

.77 

:     .53 

.42 

:      .k9 

October 

:    .72 

■   .69 

:    .71 

:     .51 

•   .kQ 

:      .62 

November 

:    .63 

•   .82 

^'.71 

:     .49 

:   .65 

:   ^'  .63 

December 

:   .53  ; 

.61 

:     .kG 

•   ,6k 

ize( 


Calculated  from  wholesale  prices  for  November  5- 
calculated  for  the  date  nearest  the  15th  of  the  month. 


All  other  prices 


With  this  ups\arge  of  interest  in  meat  animals  there  arose  the  demand  and  need 
for  improved  breeding  stock  that  would  yield  good  meat  hogs.  Swine  evaluation 
stations  have  been  established  recently  in  many  of  the  Com  Belt  and  other 
States  aiding  breeders  in  identifying  breeding  stock  that  will  produce  superior 
meat  animals.  These  swine  evaluation  stations  have  been  obtaining  valuable 
information  on  rate  of  gains,  cost  of  gains,  back  fat  thickness,  amount  of  fat, 
yield  of  primal  cuts,  and  other  data  relating  to  carcass  performance  and 
production. 

These  swine  stations  are  helping  breeders  identify  the  better  breeding  stock  to 
find  out  how  differently  bred  animals  perform,  rate  of  gains,  feed  conversion, 
etc.,  and  other  information  that  the  commercial  swine  industry  hasn't  known 
before . 
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For  example,  f\ill  sib  pairs  of  liogs  (that  is  full  brother  and  sister  breeding) 
perform  differently  as  shown  by  the  data  in  table  3« 

Table  3. — Ohio  swine  evaluation  data  for  90  spring  and  89  aut\;mn  full  sib 

pairs  of  hogs  slaughtered  for  1931 


.       Average  Percentage 

Cut 

r     bl)ring 

Auxumn 

"  Barrows 

Gilts  T  Barrows 

Gilts 

:  Pet. 

Pet.  ; 

.  Pet. 

Pet. 

Lean  cuts  of  chilled  carcass  weight 

:  49.9   . 

51.8  = 

50.2 

.  52.7 

Ham  of  chilled  carcass  weight 

:  18.6 

19.5  • 

■  18.3 

:  19.5 

Loin  of  chilled  carcass  weight 

'     14.8 

15.6 

15.5 

'  16.4 

N.  Y.  shovilder  of  chilled  carcass  wt. 

'     16.5 

16.7  ' 

16.4 

16.8 

Belly  of  chilled  carcass  weight 

=  Ik.k 

1^.3  ' 

=  ll+.l 

13.7 

Fat  trim  of  chilled  carcass  weight 

''     23.1 

21.2  = 

23.1 

!  20.7 

Average  back  fat  (inches) 

1.6 

1.5 

1.6 

.  1.5 

Carcass  length  (inches) 

:  29.9 

30.3  . 

30.0 

;  30.2 

Loin  eye  10th  rib  (sq.  in.) 

:   3A 

3.8  ■ 

3.7 

:    4.2 

Average  daily  gain  (poirnds) 

:   1.77 

.    1.62 

1.79 

:    1.66 

Some  recent  data  from  the  Ohio  swine  evaluation  station  shows  that  gilts  are 
not  as  fat  as  barrows.  Gilts  have  a  higher  percentage  of  lean  cuts  to  carcass 
weight  which  means  more  ham,  loin,  and  N.  Y.  shoiilder.  Gilts  have  a  larger 
loin  eye,  a  slightly  longer  carcass,  and  a  larger  trimmed  loin,  and  put  on 
gains  slower,  6  to  10  days,  to  reach  210  pounds. 

This  information  shows  that  performance  standards  must  be  considered  separately 
for  barrows  and  gilts;  that  more  barrows  may  not  meet  present  grading  standards 
for  No.  1  hogs  compared  to  gilts.  Since  these  pairs  were  fed  together  we  don't 
have  barrow  and  gilt  feed  conversion,  but  is  o\ir  guess  that  the  barrows  are 
better  feed  converters  than  the  gilts. 

Size  of  loin  eye  varied  greatly  for  the  1,684  loins,  table  4.  Since  loin  eye 
is  an  importeuat  factor  related  to  the  total  pounds  of  loin  and  to  the  total 
pounds  of  lean  cuts  that  may  be  obtained  from  a  carcass,  then  breeders  should 
note  that  less  than  35  percent  of  1,684  loins  had  loin  eyes  of  toMr   square 
inches , or  more.  Our  future  swine  seed  stock  needs  definite  improvement  in  this 
respect . 

This  information  coming  from  the  swine  evaluation  stations  is  important  now  to 
swine  breeders.  It  takes  time  to  establish  superior  breeding  stock  that  vxH 
produce  a  high  percentage  of  No.  1  meat  hogs  that  have  a  large  percentage  of 
primal  cuts  to  carcass  weight. 

CONSUMER 

Next  let  us  turn  to  the  consumer  and  note  how  the  consumer  responds  in  purchases 
of  the  meat  from  meat-type  cuaimals.  Today  this  is  important  in  agriculture. 
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Table  h. — Loin  eye  meas\irements  at  the  10th  rib  from  the  Ohio  Swine  Evaluation 

Station, Fall  195^  thro-ggh  Spring  1958 


Size          : 
(in  square  inches) 

Number           ; 
of  loins          ; 

Percent 

Under  2.^9           ! 
2.5  -  2.99           : 
3.0  -  3.i^9          : 
3.5  -  3.99         : 
k.O   -  h.k9                       ! 

h.3   -  ^.99          : 
Above  5-0            1 

13            : 
150           : 

hk7                           ! 

53^           : 
:          368           : 

:          135           : 
!           37           : 

-.77 

8.91 

26.5^ 

31.71 

:        21.85 

8.02 

:         2.20 

Total 

:         l,6Qk                                           100.00 

What  are  the  quality  standards  desired  by  the  consumer  and  will  the  cons\:uner 
pay  a  sufficiently  higher  price  to  warrant  a  price  premiiom  for  meat  cuts  of • 
meat -type  animals? 

At  the  present  time,  there  are  16  experiment  stations  with  19  projects  working 
on  consumer  preferences,  acceptance,  and  merchandising  of  meats  and  five 
stations  with  five  projects  directed  to  maintaining  and  improving  quality. 

H.  E.  Larzelere  and  R.  D.  Gibb,  13/   Agricult\iral  Economists  at  Michigan  State, 
conducted  some  consumer  studies  started  during  195^  and  have  continued  into 
1958.  This  research  was  carried  out  with  a  panel  of  100  or  more  consumers  in 
the  Detroit  area  whose  incomes  varied  from  $2,000  to  $10,000  ann\;ially.  This 
group  of  consumers  at  the  same  prices  preferred  good  color  pork  chops  with  1/8- 
inch  fat  cover,  compared  to  poor  color  pork  with  3/8-inch  fat  cover.  Consumers 
generally  preferred  the  chops  with  less  fat  althou^  color  and  other  factors 
influenced  their  decisions.  There  appeared  to  be  small  or  no  differences 
between  income  groups  altho\igh  the  panel  was  probably  too  small  in  the  opinion 
of  Larzelere  and  Gibb  to  study  this  characteristic.  The  use  of  price  differ- 
entials changed  the  choices  of  panel  members  ajid  appeared  not  to  be  conclusive 
depending  upon  the  amount  of  the  price  differential. 

During  1957  and  I958  the  Purdue  Agricultural  Experiment  Station  has  worked  on 
a  project  to  determine  if  consiomers  will  pay  more  for  meat -type  pork  than 
regular  pork.  This  study  was  partly  financed  by  financial  aid  from  the 
Producers  Livestock  Marketing  Association  of  Indiana,  Producers  Swine  Improve- 
ment Association,  and  the  cooperation  and  assistance  of  the  Emge  Packing 
Company  at  Anderson,  and  Marsh  Foodliners,  retail  food  stores  of  Yorktown. 


15/  Larzelere  and  Gibb.  Consumers',  Opinions  of  Quality  in  Pork  Chops — 
Quarterly  Biolletin,  Mich.  Agr.  Expt.  Sta.,  Nov.  195^,  pp.  327  -  333. 
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Stevenson  and  Smith,  Department  of  Agriciilture  Economics  at  Purdue,  recently- 
reported  on  this  study,  16/  "that  consumers  bovight  6  percent  more  meat-type 
pork  than  "regular"  pork  at  the  same  price,  but  when  consumers  could  choose 
between  regular  pork  at  a  lower  price  and  meat-type  pork  at  a  higher  price 
they  spent  ^i-O  cents  of  their  pork  dollar  on  meat-type  pork  and  6o  cents  of 
their  pork  dollar  on  regular  pork.  Meat-type  pork  shoulders  outsold  regular 
pork  shoulders  by  5*6  percent.  Nine  percent  more  meat-type  bacon  and  13  per- 
cent more  ham  was  sold.  A3J.  cuts  considered  meat-type  pork  sales  showed  a 
comparative  increase  of  6.1  percent  over  regular  pork  when  the  prices  for 
meat-type  pork  were  the  same  as  for  "regular"  pork. 

Another  study  concerned  with  cons\amers  acceptance  of  pork  was  carried  on  by 
C.  E.  Trotter,  Agricult\ire  Economist  of  Pennsylvania  Experiment  Station, and 
Gerald  Engelman  of  Agricultural  Marketing  Service,  USDA. 

Some  of  their  conclusions  were  reported  recently  in  Science  for  the  Farmer 
as  follows: 

(a)   "Conclusions  that  coiiLd  be  drawn  from  these  results  are: 

(l)  differences  among  the  cuts  were  too  small  for  customers  to 

recognize  visually  while  shopping;   (2)  customers  were  unobservant  or 
indiscriminate  in  making  their  pork  purchases;  or  (3)  some  may 
have  preferred  leaner  cuts,  while  others  may  have  preferred  more 
fat,  and  both  of  these  groups  were  willing  to  pay  for  what  they 
wanted.  Each  of  these  conclusions  may  be  partially  true. 

(B)  "Results  from  1,100  interviews  indicated  about  kO   percent  of 
the  customers  did  not  notice  that  differences  in  grade  or  price 
existed.  About  30  percent  mentioned  price  differences  and 
about  30  percent  mentioned  differences  in  lean  and  fat. 
Apparently  about  one-third  of  all  customers  selected  pork  chops 
or  steaks  primarily  on  the  basis  of  lean  and  fat  with  little 
consideration  of  price,  while  one-third  chose  on  the  basis  of 
price  with  little  regard  for  lean  and  fat  content.  In  this 
test,  all  cuts  were  given  a  standardized  trim  of  external  fat." 

Trottei^  in  a  letter  of  November  12,  1958,  further  commented: 

(C)  "As  a  result  of  our  test  I  would  conclude  that  present  carcass 
grades  are  not  satisfactory  for  segregating  primal  cuts  into 
grades.  We  did  not  gather  quantitative  data  on  this  in  ovoc 
test,  but  all  personnel  associated  with  the  study  commented  on 
the  great  variability  of  cuts  within  a  grade.  The   size  and  shape 
of  principal  muscles  and  hence  the  proportion  of  lean  to  fat  was 
very  variable  among  cuts  derived  from  a  given  carcass  grade.  If 


16/  Stevenson  and  Smith,  Will  The  Meat-Type  Hog  Pay  Its  Way?  Economic 
and  Marketing  Information,  Purdue  Agr.  Ext.  Serv.,  Lafayette,  Ind.,  June 
27,  1958. 
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pork  is  to  be  retailed  by  grade,  either  the  primal  cuts  must  be  graded  individ- 
vially  or  selection  and  breeding  must  develop  hogs  that  will  be  more  vmiformly 
muscled  so  that  carcass  grade  and  appearance  of  primal  cuts  are  more  highly 
correlated . 

"1^  ovn  conclusion  is  that  any  price  differential  that  accrues  to  the  producer 
will  come  from  the  wholesale  level.  Carcass  grades  are  valid  for  sorting 
carcasses  on  the  basis  of  over-all  cut-out  value.  As  retail  cuts  have  more  and 
more  external  fat  removed,  the  differences  in  value  among  carcass  grades  are 
increased." 

R.  0.  Gardner  and  E.  A.  Kline  at  Iowa  State  College,  found  that  "the  meat-type 
hog  produced  a  ham  that  sold  faster  (prices  were  the  same  for  hams  from  the 
No.  1  and  No.  3  hogs)  even  after  some  external  fat  was  trimmed  from  both  types 
of  hanis.  Even  after  trimming  there  was  more  observable  fat  on  ham  slices  from 
No.  3  carcasses  than  on  slices  from  No.  1  carcasses.  We  don't, however,  know 
what  the  results  would  be  if  the  leaner  hams  were  sold  at  a  higher  price  per 
po\and  than  hams  from  the  fat  type  hogs." 

Researchers  at  Missouri  found  that  consumers  preferred  pork  leaner  than  now 
specified  in  the  choice  No.  1  U.  S.  Grade.  17/  Bacon  and  chops  obtained  from 
medium  grade  pork  carcasses  were  preferred  by  55  percent  of  the  consumers  who 
cooperated  in  the  study,  when  the  prices  per  pound  were  the  same.  About  eqi;ial 
numbers  preferred  the  choice  No.  1  and  medium  hams  before  cooking,  but  after 
cooking  a  majority  preferred  the  medium  ham. 

This  group  of  Columbia,  Mo ., consumers  stated  that  bacon,  pork  chops,  ham,  and 
roasts  were  the  pork  cuts  customarily  purchased.  They  also  indicated  that  75 
percent  preferred  beef  to  other  kinds  of  meat.  However,  on  the  other  hand,  20 
percent  gave  pork  as  their  first  preference. 

The  major  reasons  for  their  preferences  before  cooking  for  bacon,  hams,  and 
chops  from  the  medium  hogs  was  leanness.  Those  consumers  that  preferred  bacon, 
hams,  and  chops  from  the  No.  1  choice  hogs  indicated  freshness  as  their  major 
preference.  Color  was  an  important  factor  for  chops  and  hams. 

Missouri  researchers,  Kiehl,  Rhodes,  and  others,  in  working  on  a  current  project 
of  pork  grades  to  consumer  acceptability  have  found,  "that  pork  cuts  from 
150-pound  hogs  are  quite  lean  and  very  desirable  to  consumers.  Average  weight 
of  the  separable  fat  was  33  pounds  for  the  200  pound  hogs,  but  only  21  pounds 
for  150  poimd  hogs.  Reducing  slaughter  weight  from  200  to  I50  poimds,  or 
25  percent,  would  reduce  the  separable  fat  36  percent,  but  would  only  reduce 
the  weight  of  the  four  lean  cuts  (ham,  loin,  picnic,  and  butt)  only  23  percent 
and  the  loin  eye  area  by  only  17  percent." 

This  research  work  brings  out  the  possibility  of  marketing  hogs  at  lighter 
weights — reducing  the  amount  of  fat  produced  and  giving  the  consiomer  a  more 
desirable  product. 


17/  E.  Birmingham,  D.  E.  Brady,  S.  M.  Hunter,  J.  C.  Grady,  E.  R.  Kiehl, 
Mo.  Agr.  Expt.  Sta.,  Research  Bui.  5^9.-  1Q5^. 
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Now  let  us  turn  our  attention  briefly  to  beef.  In  a  study  by  Missouri  research- 
ers 18/  on  the  visual  preferences  for  beef  it  was  found  that  "the  order  in 
importance  of  consumer  preferences  for  the  various  physical  attributes  of  beef 
roasts  influencing  grade  preferences  was: 

(l)  Amount  of  internal  fat  (other  than  marbling).  (2)  color  of  lean, 
(3)  amount  of  marbling,  (k)   amount  of  external  fat,  (5)  color  of  fat,  (6)  amount 
of  bone.  The  order  in  importance  of  the  attributes  of  beef  steaks  was  (l) 
amount  of  external  fat,  (2)  color  of  lean,  (3)  marbling,  {k)   texture,  (5)  color 
of  fat,  and  (6)  amount  of  bone. 

"Answers  to  questions  concerning  consimier  desires  showed  that  tenderness  was  the 
eating  characteristic  of  steaks  and  roasts  most  desired  by  a  majority  of  people. 
Tenderness  was  most  often  named  as  the  characteristic  found  lacking  in  roasts 
and  steaks.  Almost  25  percent  of  the  respondents  tenderized  roasts  and  ko   per- 
cent tenderized  steaks.  Few  respondents  liked  rare  roasts  or  steaks.  Dry  heat 
methods  were  the  most  popular  methods  of  cooking  roasts  and  steaks,  thoiJigh 
31.6  percent  of  the  respondents  pot  roasted  their  roasts,  and  35.7  percent  fried 
or  braised  steaks. 

"Consumer  dissatisfaction  with  beef —especially  regarding  tenderness— is  an 
important  problem.  The  problem  is  complicated  by  an  aversion  of  many  consumers 
to  fat.  Meat  retailers  have  sometimes  described  the  consumer  as  wanting  an 
impossible  combination  of  leanness,  juiciness,  tenderness,  and  flavor.  The 
emphasis  for  a  majority  of  the  respondents  was  on  tenderness  and  leanness, 
which  is  not  an  impossible  combination  for  certain  cuts. 

"Perhaps,  this  combination  can  be  obtained  from  lean  carcasses  of  young  cattle 
and  by  tenderizing  the  lean  carcasses  of  older  cattle.  The  solution  of  this 
preference  problem  by  production  or  processing,  or  both,  shoiJld  increase  consumer' 
satisfaction  with  beef  and  thereby  increase  returns  to  producers.  A  grading 
system  that  is  more  concerned  with  consumer  preferences  would  probably  help  solve 
this  problem  and  aid  cons\miers  in  obtaining  their  preferences." 

Missoiiri  researchers  in  another  study  12/  found  that  consumers  liked  their  beef 
regardless  of  grade  after  it  had  been  eaten.  "Consumers  indicated  that  all  who 
had  purchased  prime  steaks,  92  percent  of  choice,  70  percent  of  the  good,  and 
90  percent  of  the  standard  beef  steaks  were  satisfactory.  Satisfaction  with 
their  purchased  roasts  was  expressed  by  88  percent  of  the  purchasers  of  prime, 
all  purchasers  of  choice,  90  percent  of  the  purchasers  of  good,  and  95  percent 
of  the  purchasers  of  standard  roasts. 

"Why  did  these  consumers  like  their  beef  steaks?  Because  primarily,  the  beef 
was  of  good  flavor,  secondly,  it  was  tender,  and  thirdly,  it  was  juicy. 

1^  V.  J.  Rhodes,  E.  R.  Kiehl,  and  E.  E.  Brady.  Visual  Preferences  for 
Grades  of  Retail  Beef  Cuts-  Mo.  Agr.  Expt.  Sta.,  Research  Bui.  583,  pp.6ii-65. 

19/  F.  G.  Lasley,  E.  R.  Kiehl,  and  D.  E.  Brady.   Consumer  Preferences  for 
Beef  in  Relation  to  Finish.   Mo.  Agr.  Expt.  Sta.,  Research  Bui.  580,1955,  p.  I9. 
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The  few  that  did  not  like  their  beef  indicated  it  was  "because  of  toughness  in 
the  leaner  grades  or  too  much  fat  in  the  choice  and  prime  grades." 

Most  of  this  discussion  has  been  concerned  with  swine  and  pork  since  beef  has 
not  had  similar  problems  of  consumption.  Likewise,  the  grades  of  beef  cattle 
carcasses,  although  subjective  other  than  weight  differences  have  reflected 
grade  price  values  reasonably  well  to  the  farmer.  These  prices  may  have  been 
too  inaccurate  at  times  and  could  be  improved,  but  on  the  other  hand,  farmers 
for  example  are  paid  accordingly  for  good  steers  as  compared  to  prime  or  top 
choice.  These  differences  are  reflected  from  the  consumer  back,  through  the 
retail  and  wholesale  markets  to  the  farmer. 

With  cattlemen  the  problem  of  producing  better  meat  animals  seems  now  to  be 
centered  on  improved  production  testing  methods.  In  this  manner  meatier  animals 
can  be  identified,  if  followed  through  to  slaughter.  A  tremendous  amount  of  fat, 
however,  must  be  trimmed  off  beef  carcasses  to  make  them  suitable  for  consumer 
acceptance  over  the  retail  counter.  The  fat  problem  is  important  to  beef  men 
just  as  it  is  to  swine  men.  Therefore,  the  identification  and  development  of 
breeding  stock  of  the  meat-type  is  important  to  the  beef  industry. 

As  we  look  forward  the  breeders  of  livestock  and  the  animal  geneticists  have  a 
real  challenge  to  give  agriculture,  the  meat  animals  that  are  now  and  will  be 
demanded  by  consumers.  To  some  of  us  it  seems  very  important  that  a  good  portion 
of  our  future  protein  needs  come  from  livestock  rather  than  other  foods.  Stated 
another  way,  with  our  feed  crops  in  s\irpl\is  as  they  now  are,  livestock  are  the 
best  utilizers  of  feeds,  legumes,  and  grasses.  To  me  it  seems  important  then 
that  we  produce  real  meat  animals  that  are  desired  by  the  cons\;imer  and  maintain 
and  develop  a  marketing  system  that  will  reflect  the  desires  and  prices  paid  by 
consumers  back  to  farmer  producers. 

CONCLUSIONS  AKD  REC0IMEM)ATI0NS 

On  marketing  improvements  needed 
to  promote  meat -type  hogs  and  cattle 

In  the  discussion  of  this  subject,  it  was  pointed  out  that  the  per  capita  con- 
sumption of  pork  in  the  United  States  has  been  declining  both  in  absolute  and 
relative  terms  in  recent  years.  Gains  in  beef  consumption,  however,  have  more 
than  offset  the  loss  in  pork  and  total  per  capita  consumption  of  red  meat  has 
shown  some  increase.  Poultry  meats  have  made  phenomenal  percentage  gains,  in 
recent  years,  probably  much  of  which  has  been  at  the  expense  of  pork. 

A  representative  from  the  Canadian  Department  of  Agriculture  told  the  group  that 
Canada  faced  a  somewhat  analogous  pork  problem  in  the  early  1920 's  "vrtien  it 
appeared  Denmark  woiJild  capture  the  English  bacon  market.  Under  the  threat  of 
the  loss  of  its  major  export  market,  the  Canadian  government  and  swine  industry 
developed  a  coordinated  production  and  marketing  program  to  encourage  a  shift 
toward  leaner-type  hogs.  At  first  the  program  was  largely  voluntary;  later  on 
incentive  and  regulatory  features  were  added  and  a  carcass  grading  system  was 
established  in  an  effort  to  speed  up  the  rate  of  progress.  The  improvement  in 
pork  quality  made  by  Canada  \mder  this  program  enabled  it  to  compete  successfully 
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in  the  English  market.  Canadians  also  liked  this  meatier  pork  and  they  now 
consume  most  of  the  pork  produced  in  Canada,  leaving  little  for  export. 

Doubt  was  expressed  by  some  members  of  the  group  that  the  Canadian  carcass 
grading  system  woiild  be  practical  in  the  United  States  in  view  of  the  way  hogs 
are  assembled  here  and  distributed  to  slaiighterers .  On  the  other  hand,  the 
discussion  brought  out  that  "merit"  buying  of  live  hogs  is  being  practiced 
today  and  shoiild  be  expanded.  Research  has  shown  that  the  different  grades  of 
slaughter  hogs,  based  on  U.  S.  standards,  do  vary  significantly  in  carcass  values 
and  that  the  degree  of  correlation  between  live  and  carcass  grades  attainable  by 
trained  and  experienced  graders  is  such  as  to  make  the  live-grading  system  practi- 
cal. It  was  suggested  that  a  State  department  of  agriculture  might  assist  in 
the  development  of  a  merit  buying  system  for  hogs  by  setting  up  a  demonstrational 
live-grading  program  in  cooperation  with  some  packer  in  the  State.  Another 
suggestion  was  that  State  departments  of  atgriculture,  the  agriculi/t^ral  colleges, 
fann  organizations, and  others  interested  in  the  meat-type  pork  problem  get  behind 
an  all-out  effort  to  induce  packers  to  initiate  or  expand  merit  buying  on  a 
national  basis  this  next  year.  The  point  was  made  that  supply  conditions  would 
be  more  favorable  next  year  for  packers  to  institute  price  differentiation  based 
on  quality  than  during  the  past  few  years  when  they  have  been  \jnder  considerable 
pressure  to  secure  volume  for  plants  operating  under  weekly  minim\im  hours,  labor 
contracts.  This  suggestion,  however,  did  not  evoke  much  response  from  the  group. 

APPRAISAL  OF  THE  CHANGING  LIVESTOCK  MARKETING  STRUCTURE 

Elmer  R.  Kiehl 
University  of  Missouri 

The  purpose  and  theme  of  this  Conference  is  the  examination  of  the  livestock 
marketing  system  and  to  consider  possible  improvements.  All  of  us   are  aware  of 
the  dramatic  changes  taking  place  in  the  production  of  livestock  and  also  of  the 
apparent  changes  on  the  demand  side  for  our  products  in  terms  of  preferences  for 
meats  by  consumers.  We  know  also  that  the  marketing  procedures  that  have  been 
developed  in  the  past  are  under  attack.  Livestock  marketing  has  been  \mdergoing 
rather  rapid  changes  structurally  since  1925* 

Questions  are  being  raised  whether  or  not  these  changes  are  "good"  or  "bad." 
Evaluation  in  these  terms  is  nat\jral  because  all  of  us  tend  to  attach  a  value  to 
the  older  systems  or  ways  of  doing  things.  These  eval\;iations,  often  without  our 
realizing  it, are  essentially  ethical  or  moral  values  of  "right"  and  "wrong." 
Therefore, a  change  from  what  we  are  accustomed  to  is  often  viewed  negatively. 

•Examination  or  evaluation  of  the  livestock  marketing  system  iinplies  that  we  have 
a  value  or  measurement  technique,  one  that  can  be  applied  as  a  yardstick  or  as  a 
scale  for  use  in  testing  or  measuring.  In  this  discussion  of  examination  we  are 
forced  to  use  an  economic  measuring  stick  to  appraise  these  changes.  One  of  the 
major  reasons  is  that  we  are  dealing  with  factors  and  a  market  structure  in  a 
social  system  oriented  around  prices  and  markets.  Consequently  economic  evalu- 
ation must  be  the  major  measviring  stick  of  the  structure  althoiigh  other  evalua- 
tion systems  are  involved  as  well. 

For  the  tenn  market  structure  I  have  adopted  a  simple  notion  similar  to  that  of 
a  building  or  structure  designed  with  many  parts,  each  contributing  something 
useful.  The  market  structure  is  composed  of  "bricks  and  larger  stones"  and 
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doors  and  passageways"  which  are  involved  in  functional  processes  of  moving 
animals  from  farms,  transforming  these  animals  into  meats  and  by-products, 
and  moving  these  products  to  consxamers.  The  stones,  tricks,  doors,  and 
passageways  in  this  structiore  include  the  services  of  all  the  agencies  which 
provide  services  thro\aghout  the  long  physical  process  of  marketing.  This 
marketing  structure,  however,  in  contrast  to  a  single  building  has  parts 
located  geographically  over  the  entire  country. 

Our  current  interest  in  market  structure  is  really  the  relationship  of  the 
various  parts  of  the  structiire  to  the  whole  system.  Some  people  have  said  this 
structure  is  obsolete,  that  some  of  the  bricks  or  stones  no  longer  serve  a 
function.  Since  change  is  the  essence  of  our   system,  stimulated  mainly  by 
technological  change,  we  as  individuals  and  as  members  of  the  livestock  market- 
ing industry  mast   be  on  guard  so  that  we  don't  "sanctify"  and  render  as 
"untouchable"  those  aspects  of  market  structure  that  happen  to  be  "near  and 
dear"  to  us.  Forces  calling  for  readjustment  are  aU.  about  us. 

Let  us  sketch  the  elements  of  this  structxire.  First  of  all,  this  struct-ore 
is  a  big  business  in  the  aggre^te.  Meat  animals  contribute  about  one-third 
of  the  cash  income  to  farmers  in  this  country.  Cash  receipts  for  marketings 
of  meat  animals  amount  to  roughly  $10  billion  with  hogs  contributing  about 
$3  billion. 

The  organization  and  structiire  of  livestock  marketing  grew  like  Topsy  — 
"just  growed."  Its  growth  represents  the  slow  adjustment  through  time  to 
basic  technological,  locational,  and  demand  forces.  It  might  be  well  to  sketch 
the  development  of  this  structure. 

I  believe  it  useful  to  sketch  very  teriefly  the  early  development  of  markets. 
The  early  livestock  markets  in  Colonial  days  were  quite  simple.  There  were 
little  surpluses  for  sale.  Most  trade  between  farmers  and  villagers  was  in 
c\ired  meat  products  on  a  barter  basis  in  exchange  for  other  items.  Some 
specialized  livestock  markets  developed  in  response  to  West  Indies  trade  or 
government  army  contracts.  Brighton  Stockyards,  for  example,  developed  as  a 
result  of  a  British  army  contract  at  the  time  of  the  French  War  (1756) .  The 
population, at  the  time  of  the  Revolution, of  the  largest  cities  was  less  than 
25,000.  Meat  requirements  of  the  cities  were  accommodated  by  the  supplies 
nearby . 

With  the  push  of  the  frontier  westward  over  the  Alleghenies  resulting  in  the 
separation  of  major  production  areas  and  growth  of  seaport  towns,  livestock 
market  centers  begaja  to  develop.  Cincinnati  became  a  major  market  center  by 
18^  based  largely  on  river  transport.  Many  cattle  were  driven  east  over  the 
mountains  to  markets  at  Baltimore  and  Philadelphia. 

It  was  not  until  railroads  were  built  that  major  markets  in  this  area  were 
developed.  Driving  livestock  raised  in  the  newly  opened  territories  to  the  nearest 
railpoint  was  the  common  pattern.  By  the  time  of  the  Civil  War,  livestock  markets 
were  set  up  at  major  rail  transfer  points.  Packing  plants  were  established 
nearby.  In  l865,the  Chicago  Union  Stockyard  was  or^nized.  Similar  stockyards 
and  packing  facilities  were  built  at  other  major  rail  centers  and  terminals 
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in  the  next  25  years.  By  I9OO  most  of  the  major  terminal  livestock  market 
facilities  were  "in  place." 

For  the  next  25  years,  these  types  of  markets  were  dominant  and  represented 
the  adjustment  of  market  structure  to  i^il  transport,  resulting  from  separation 
of  production  centers  from  the  growing  population  centers. 

We  might  take  a  look  at  the  structural  orgEinization  of  livestock  markets  at 
about  1925.  This  complex  system  might  be  viewed  as  an  hour  glass  lying  on 
its  side. 

The  task  of  loarketing  meat  animals  is  one  of  assembling  and  concentrating  the 
production  from  millions  of  farmers.  Various  agencies  are  engaged  in  these 
activities.  Important,  of  course,  are  the  transportation  agencies  which  trans- 
port many  small  lots  of  animals  from  a  large  geographical  area  to  concentration 
points  or  public  stockyards.  Meat  animals  thus  concentrated  pass  through  a 
relatively  narrow  orifice  in  terms  of  the  numbers  of  physical  plants  in  the 
processing  stage.  Here  the  highly  perishable  raw  material,  the  livestock 
itself,  is  disassembled  into  varioxis  wholesale  and  retail  products. 

After  this  functional  step,  the  products  are  dispersed  over  time  through 
storage  and  space  to  175  million  cons\amers.  Involved  here  again  is  transpor- 
tation, and  the  various  agencies,  the  wholesalers,  retailers,  whose  final  task, 
instead  of  concentrating  the  product,  is  to  distribute  and  disperse  it  to 
millions  of  consiomers. 

This  system  operates  the  year  round.  It  takes  as  raw  materials  roughly  38 
million  cattle  and  calves,  85  million  hogs,  and  I5  million  sheep  and  leunbs 
every  year.  Its  major  end  product  is,  of  course,  meats  -  27  billion  pounds 
enough  to  provide  approximately  160  pounds  per  person  in  this  coiontry. 

Price  making  forces  for  livestock  and  meats  pass  back  from  the  constimers 
through  the  various  agencies,  namely,  retailers,  meat  wholesalers,  packers  and 
finally  back  to  the  producers.  While  this  is  true,  we  wsint  to  remember  that 
there  are  forces  of  monopoly  present  throughout  the  system.  This  primarily 
takes  the  form  of  retaining  margins  (which  may  or  may  not  be  excessive  and 
depends  on  the  nature  or  type  of  agencies)  because  of  location  or  time 
advantages  they  individually  may  have  in  exploiting  these  possibilities. 

This  was  the  picture  about  1925*  There  was  probably  more  specialization  in 
the  livestock  industry  in  this  coxmtry  compared  to  any  other  country  in  the 
world.  This  structure  was  the  product  of  change  ajid  progress  primarily  by 
(1)  Changes  in  technology  in  transportation,  processing,  and  storage,  and  (2)  a 
large  geographical  market  for  meat  products  witn  areas  of  population  density 
far  from  production  areas.  In  fact  this  structure  was  unique  in  the  world. 

Development  of  railroads  first  revolutionized  the  industry,  leading  to  develop- 
ment of  terminal  livestock  markets  and  large  packing  conceras.  Development 
of  refrigeration  enabled  year-ro^md  packing  operations.  Later  refrigeration 
■was  successfully  applied  to  railroads  and  tirucks.  New  assembly  line  techniques 
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were  developed  by  packing  firms.  All  of  these  had  a  tremendoiis  effect  on  the 
location  and  the  size  of  business  in  the  packing  industry. 

You  might  think  with  this  grand  structure  that  all  problems  have  been  solved. 
Many  problems  remain,  however,  in  livestock  production,  as  in  feeding  and  in 
disease  control;  in  marketing  livestock,  such  as  bruise  and  death  losses;  in 
processing,  such  as  preservation  and  handling  of  meats  all  the  way  to  the 
retailer.  One  must  always  keep  in  mind  that  both  the  raw  materials,  the  live- 
stock, and  the  major  end  product,  the  meats, are  highly  perishable. 

Since  1925^ there  have  been  rather  gradual  birt  important  changes  in'  structure. 
Decline  of  shipping  associations,  growth  of  auction  and  many  smaller  markets 
result  from  flexibility  in  transport  encouraged  by  trucks  and  improved  roads. 
These  are  the  changes  we  are  most  familiar  with  as  they  have  occurred  in  the 
last  30  years.  These  are  the  changes  in  struct\ire  which  give  some  of  you 
concern. 

How  do  we  evaluate  these  changes?  As  indicated  earlier,  economic  criteria, 
imperfect  as  they  are  in  application  to  real  problems,  wi3J.  have  to  be  \ised. 
We  might  use  two  criteria  in  appraising  market  structure. 

1.  Operational  efficiency 

2.  Pricing  efficiency 

Operational  Efficiency 

In  the  context  we  are  using  operational  efficiency,  it  means  getting  the 
"mostest  for  the  leastest."  Elaborating  on  this  term,  it  includes  the  assembly 
and  handling  of  animals  with  the  least  possible  number  of  men,  the  least  amount 
of  transportation  and  facilities.  It  includes  efficiency  in  the  physical  sense 
with  which  the  bargaining  process  at  all  stages  of  the  market  is  accomplished; 
the  efficiency  of  processing  and  the  movement  of  meat  through  all  the  channels 
to  final  cons\jmers. 

Efficiency  in  this  broad  sense  means  simply  how  well  the  entire  system  is 
accomplishing  the  task  of  converting  animals  to  meat  and  meat  products  and 
moving  these  products  to  consumers. 

In  order  to  attain  maximum  efficiency,  that  is,  accomplishing  the  physical 
tasks  at  minimvun  costs,  each  finn  or  agency  must  be  operating  at  optimum  level. 
Cost  per  \anit  of  livestock  handled  is  partly  a  function  of  the  volume  handled. 
Rapid  decentralization  has  occurred  in  recent  years.  A  market  structure  com- 
posed of  many  small  markets,  other  things  being  equal,  obviously  will  have 
higher  total  average  costs  for  the  system  as  a  whole.  This  applies  to  live- 
stock assembly  points,  dealers,  auctions,  as  well  as  meat  processors,  whole- 
salers, and  retailers. 

Pricing  Efficiency 

Another  aspect  of  efficiency  is  that  of  pricing  efficiency.  This  concept 
usually  is  used  in  a  very  broad  context.  Essentially  it  means  that  preferences 
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of  consumers  ("bioyers)  for  different  products  are  reflected  in  prices  of  these 
products  in  the  marketplace.   The  prices  in  the  marketplace  in  turn  give 
guidance  to  producers  of  these  products  as  to  how  much  of  each  type  of  product 
to  produce. 

If  the  prices  in  the  marketplace  truly  reflect  buyer  preferences,  then  produc- 
ers can  communicate  through  prices  with  consumers  and  vice  versa.  If  prices 
in  the  marketplaces  at  the  different  levels  in  the  structure  are  mumbo- jumbo, 
the  contact  between  producers  and  cons\jmers  is  broken.  The  signals  given  by 
consumers  then  are  lost  in  static  interference  and  producers  may  continue  to 
produce  too  much  of  the  wrong  kinds  of  products  to  the  detriment  of  the  whole 
industiy . 

We  are  assxmiing  three  grades  of  hogs,  A,  B,  and  C  for  which  there  are  three 
major  groups  of  constomers,  each  having  fixed  preferences  for  each  product. 
Furthermore,  they  are  willing  to  pay  differential  prices  for  each  grade  of 
hog.  Let  us  assvmie  that  consumers  in  aggre^te  wo-uld  be  willing  to  pay  $25 
for  kO   percent  of  the  hog  production  of  A-type;  $22  for  30  percent  B-type  and 
$19  for  30  percent  C-type.  But  ass"uime  producers  are  now  producing  10  percent 
A-type;  30  percent  B-type  and  60  percent  C-type. 

Nov  let's  assume  that  in  the  marketplace,  and  this  includes  both  sides  of  the 
bar^ining  process,  the  packer  buyers  and  commission  men  and/or  livestock 
dealers  fail  to  be  responsive  to  consijmers.  Let's  say  the  buyers  offer 
essentially  an  average  or  mine-irun  price  for  hogs  at  $22.  What  guides  do  the 
producers  have  with  this  price  to  get  A-type  hog  production  increased  from  10 
percent  to  ^0  percent.  Here  the  bxorden  of  sensing  what  cons\miers  want  rests 
with  buyers--the  packers.  Now  assume  that  buyers--the  packers  being  nearer  to 
the  consiamer  and  are  presiimed  to  know  preference  more  accurately  (v^ich  I  doubt )- 
wanted  to  and  were  willing  to  pay  more  for  A-type  hogs.  Packers  will  continue 
to  offer  $22  hoping  to  get  as  many  A-type  hogs  as  possible  to  fill  their  demand 
for  A-type  pork.  Only  if  those  on  the  selling  side  do  an  effective  job  of 
sorting  the  mine-run  production  into  A,  B,  and  C  types  can  the  preferences  of 
consxmiers  even  be  partially  f\ilfilled  in  terms  of  quantities  of  A,  B,  and  C 
types  desired.  Sellers  in  this  case  seem  to  prefer  to  sell  shirts  of  various 
neck  size  and  sleeve  lengths,  yet  there  are  buyers  who  want  a  shirt  of  a  specific 
neck  size  and  sleeve  length.  Could  one  of  the  reasons  for  market  decentrali- 
zation be  that  buyers  can  be  more  selective  in  their  procurement? 

I  want  to  be  the  first  to  suggest  that  this  is  a  much  simplified  illustration 
of  the  role  of  markets  in  pricing  efficiency.  Involved  are  many  complications. 
One  is  accuracy  of  present  grade  standards  of  meat  animals  in  terms  of  consumer 
and  buyer  preferences.  We  have  much  more  to  do  before  this  problem  is  solved. 
Even  if  we  can  precisely  differentiate  the  total  population  of,  say,  hogs  in 
terms  of  relevant  cons\amer  preferences,  their  application  becomes  complicated 
by  the  natxire  of  processing  and  handling  of  these  meats  in  market  channels.  And 
we  shall  see  great  changes  in  processing  and  handling  of  meats  in  the  future. 
The  success  attained  by  market  news  reporting  hinges  on  the  accuracy  of  grade 
interpretations  on  the  market  by  sellers  and  buyers  and  finally  by  producers 
themselves . 
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Despite  these  and  other  qualifications,  the  broad  outlines  of  the  role  of 
pricing  efficiency  illustrated  is  essentially  accurate.   The  inarket,  or  market 
system  which  solves  this  problem  and  organizes  to  do  this  Job  better  will  get 
an  increasing  share  of  the  farmer's  business.   It  will  be  to  the  farmer's 
interest  to  patronize  that  market  which  can  adapt  itself  to  provide  this  type 
of  efficiency. 

In  this  matter  of  establishing  a  price  for  a  given  grade  many,  many  factors 
are  involved.  One  measure  of  the  market's  ability  to  reflect  the  value  on  a 
given  grade  on  a  particular  day  is  the  range  of  prices  obtained  for  that  grade. 
Let's  look  at  the  problem  of  establishing  a  price  for  a  given  grade.  Let  us 
assume  that  at  market  A,  prices  range  -50  to  450  cents  about  the  average  of  the 
prices  for  that  grade  and  that  at  market  B  prices  fluctuate  -25  to  125  cents 
about  the  average.   If  market  B  prices  reflect  the  "true"  supply  and  demand 
conditions.  Market  A  obviously  is  less  efficient  in  price  establishment.  Some 
producers  are  being  penalized  and  others  overpaid  in  terms  of  the  underlying 
supply  and  demand  conditions.  Take  the  case  where  the  range  in  prices  at  the 
A  market  is  as  wide  but  they  vary  above  the  average  for  Market  B.  This  situ- 
ation can  and  does  happen  in  short-irun.  Special  conditions  of  demand  in  the 
local  market  area  could  result  in  such  conditions  but  would  not  remain.  A 
more  typical  situation  is  that  where  the  range  in  price  of  A  is  similar  as  in 
other  cases  but  the  average  is  below  that  of  Market  B.  The  mean  difference 
here  coiild  be  represented  by  differences  in  real  costs  of  transportation  and/or 
other  factors.  While  these  are  hypothetical  cases,  the  implications  for 
competition  among  types  of  markets  under  the  different  circumstances  are  clear. 
Markets  in  competition  with  one  another  need  to  be  aware  of  improvements  others 
make  in  order  to  adjust  themselves  competitively  in  efficiency.  And  in  any 
trade  area  the  circumstances  will  vary.  In  the  last  case  illustrated  is  where 
Market  A  has  the  sajne  range  in  price  variability  as  Market  B.  It  has  improved 
in  price  efficiency  and  becomes  an  effective  competitor  with  Market  B.  If 
differences  in  location  are  assumed  to  favor  Market  B,  then  Market  A  is  by  far 
the  superior  market  now  that  it  has  reduced  its  price  variability. 

Livestock  producers  are  interested  in  knowing  the  pricing  efficiency  of  the 
various  type  markets  available  to  them.  They  cannot  make  intelligent  choices 
ajnong  markets  unless  they  are  aware  of  them.  With  decentralization  has  come  a 
great  need  for  market  news  information  of  the  local  market.  Convenience  and 
transportation  costs  will  enter  in  the  decision  process  of  livestock  producers. 
The  least  that  can  be  done  is  to  provide  them  information  concerning  how  well 
each  type  of  market  is  performing.  Inefficient  markets  in  the  price  making 
process  will  pass  out  of  the  picture  if  producers  (their  customers)  have  improv- 
ed knowledge  on  which  to  make  their  choice.  They  will  patronize  those  markets 
best  for  their  own  location,  preferences,  and  circumstances. 

The  ultimate  degree  of  pricing  efficiency  is  dependent  on  application  of  grade 
standards  which  have  meaning  to  buyers.  For  slaughter  animals  this  means 
grade  standards  which  give  consumers  consistent  guides  to  eating  satisfaction. 
Developing  and  defining  grades  both  for  live  animals  and  meats  to  this  degree 
will  require  considerably  more  research  effort  than  we  have  committed  to  date. 
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Factors  Affecting  Efficiency 

Many  factors  affect  efficiency  in  the  operational  sense.  Most  crucial  is  size 
of  physical  facilities  in  numbers  of  hogs  handled.  Small  Tinits  obviously  are 
expected  to  have  higher  costs.  If  a  market  operates  only  one  day  per  week  the 
fixed  costs  must  be  carried  by  that  single  day's  operations.  Seasonal 
operations  similarly  affect  unit  handling  costs  for  the  same  reasons. 

There  probably  is  an  optimum  size  of  market  in  a  given  area  in  relation  to 
density  of  swine  population.  In  some  Iowa  counties  hog  population  in  terms  of 
ann\jal  sales  exceeds  300  hogs  per  square  mile.  In  some  other  counties  it  is 
less  than  100.  The  optimum  size  and  type  of  market  is  related  to  hog 
population  density. 

Pricing  efficiency  is  affected  by  market  knowledge,  accuracy  and  application 
of  grades  and  standards,  accuracy  and  adeqxaacy  of  market  news  information. 
Carry-through  the  entire  system  is  quite  essential  if  attainment  of  some  degree 
of  pricing  efficiency  is  to  be  achieved. 

This  is  a  most  complex  problem  and  very  difficult  to  evaluate  an  entire 
structure  composed  of  many  market  agencies  each  performing  different  services 
in  different  locations  and  through  a  period  of  time.  It  is  no  less  a  task  to 
analyze  the  hog  marketing  situation  in  a  particular  locality. 

Take,  for  example,  the  adeqixacy  of  local  market  structure  involving  two  packing 
plants  each  oper«.ting  at  assxomed  levels.  In  a  "normal"  year  their  supply  areas 
for  hogs  just  meet  and  producers  in  both  areas  are  adequately  served.  Let's 
assume  a  great  increase  in  hog  supplies  due  to  seasonal  or  cyclical  influences. 
The  size  of  necessary  area  to  obtain  the  same  supplies  for  each  plant  shrinks. 
At  a  given  level  of  output  of  both  plants,  producers  in  between  have  "lost" 
in  a  sense  their  local  market.  It  is  in  these  situations  that  we  have  wide 
swings  in  hog  prices  at  the  local  level.  The  question  arises  shoiild  producers 
in  this  area  support  a  larger  terminal  market  which  can  absorb  more  readily 
great  variations  in  supplies.  Is  the  cost  of  maintaining  such  facilities 
offset  by  the  possible  gains? 

Forces  of  Change 

Any  suggestions  of  improvement  in  structiire  to  render  it  more  efficient  in 
both  the  operational  or  pricing  sense  is  bo\ind  to  encounter  the  problems  of 
measuring  and  accounting  of  the  future  impact  of  impending  technological  change. 
You  see  we  could  conceivably  set  up  the  ideal  model  and  have  it  render  less 
than  optimally  efficient  through  the  interacting  forces  of  technological  change 
arising  from  many  factors.  In  other  words  we  coxlLd  set  up  an  ideal  system  and 
have  it  rendered  obsolete  by  the  time  we're  through  building  it. 

Production  techniques  certainly  will  affect  the  nature  of  marketing  structure. 
Large-scale  hog  production  farms  will,  no  doubt,  bypass  many  of  the  market 
agencies  we  now  have  which  are  designed  for  small  vmit  operations.  Livestock 
density  in  a  given  area  will  be  affected  by  the  development  of  large-scale 
units.  Insofar  as  large-scale  xmits  shift  to  other  areas,  livestock  density 
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in  the  whole  area  may  be  materially  reduced.  New  developments  in  means  of 
transportation  and  also  the  relative  cost  of  transportation  can  affect  the 
structxire  and  location  of  various  marketing  agencies.  As  population  growth 
takes  place  and  the  tendency  of  concentration  of  population  in  a  few  centers, 
the  distance  between  production  and  consum.pt ion  will  likely  be  fxurther  increased. 
Preservation  techniques  now  in  the  laboratory  stage  can  very  directly  affect 
the  market  structure.  For  example,  frozen  meat  distribution  will  materially 
affect  meat  wholesaling  and  retailing.  The  great  pressvire  to  design  product 
at  zhe   retail  level  and  the  use  of  criteria  more  precisely  correlated  with 
consumer  preferences  may  mean  that  we  will  have  to  revaluate  ovoc   present  grades 
and  standard  criteria. 

These  forces  of  change  interact  with  one  ajiother  and  all  will  undoubtedly  affect 
the  nature  of  swine  marketing  structvire  in  the  immediate  period  ahead.  However, 
adjustment  lags  of  various  types  will  retard  the  speed  of  adjustment  to  these 
forces  of  change.  Capital  already  invested  in  existing  facilities  is  a  force 
retarding  investment  in  new  type  of  market  facilities.  There  is  a  time  lag 
and  a  host  of  institutional  factors  which  reduce  the  speed  of  adjxistment. 

In  the  light  of  the  preceding  discussion  on  the  possibility  of  bargaining 
arrangements  by  producers,  I  believe  that  fut\ire  bargaining  arrangements  will 
be  more  localized  in  character  in  terms  of  actual  contractxjal  agreements.  A 
number  of  possibilities  exist.  All  of  these  and  many  more  are  being  considered 
by  various  elements  in  the  market  structure.  Market  pricing  as  we  now  know  it 
\inder  these  arrangements  will  be  of  an  entirely  different  character.  Speculation 
as  to  the  form  of  these  contractual  arrangements  is  quite  varied  at  the  present 
time.  Producers  naturally  have  a  great  interest  and  concern  in  these  arrange- 
ments. 

It  is  possible  that  new  production  and  marketing  complexes  may  be  developed. 
In  other  words,  it  is  possible  that  integration  of  production  and  marketing 
processes  in  an  area  might  develop  to  be  the  major  pattern.  Producers,  feed 
man\if acturers ,  and  processors,  along  with  retailers,  might  jointly  arrange 
contractually  the  integration  of  production  and  marketing.  These  arrangements 
are  developing  in  form  in  specialized  broiler  areas.   In  terms  of  hogs  and/or 
cattle  arrangements  these  may  develop  in  deficit  meat  consumption  areas.   It  is 
unlikely  that  we  shall  see  much  development  of  these  specialized  arrangements 
on  an  area  basis  in  the  midwest  because  of  the  opportunities  for  enterprise 
complimentarity.  Nevertheless,  these  arrangements  bear  considerable  study  on 
the  part  of  producers  and  market  agencies  in  this  area. 

Appraising  the  structure  of  markets  for  hogs  becomes  rather  complex.  Researchers 
in  this  area  have  not  come  up  with  a  simple  system  of  evaluation  of  the  total. 
The  best  that  can  likely  be  done  is  the  analysis  of  local  sitiiations  and 
evaluating  them  in  the  light  of  general  criteria.  It  appears  quite  logical 
that  producers  are  interested  in  that  structure  at  the  local  level  which: 

1.  Minimizes  the  cost  of  physical  handling  of  animals  and  processing 
these  into  meat  and  meat  products.  This  means  optimum  size  markets, 
meat  packers,  wholesalers,  and  retailers.  This  is  the  goal  which  we 
shall  never  attain. 
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2.  Producers  are  interested  in  that  size  agency  that  does  not  jeopard-   j 
ize  pricing  efficiency.  Large  livestock  markets  apparently  have 
difficulty  in  sorting  hogs  adeqijately.  On  the  other  hand,  markets 
can  be  too  small  in  order  to  have  outlets  suitable  for  the  type 
of  animals  received  on  any  particular  day.  Size  of  market 
agencies  affects  competitive  relationships  between  agencies. 
The  pressure  is  on  us  through  forces  generated  by  large-scale 
retailing  that  reqviires  us  to  place  more  importance  on  grades 
and  standards. 

At  the  risk  of  over  generalizing,  I  believe  that  several  facts  stand  out  in 
our  present  structure. 

1.  That  a  large  proportion  of  our  present  markets  are  too  small 
and  are  high-cost  markets. 

2.  That  nearly  all  types  of  markets  have  not  pushed  to  the  practical 
limit  of  sorting  and  grading  livestock. 

3.  That  improvements  in  structiire  will  be  made  as  the  forces 
calling  for  change  are  fully  activated. 

We  shall  likely  see  the  further  development  of  mixed  types  of  structiires.  For 

example : 

1.  A  more  decentralized  system  in  S.  E.  United  States. 

2.  Eroduction  marketing  complexes  in  feed  deficit  areas  --  and 
particularly  near  popiilation  centers. 

3.  A  mixed  system  in  the  Com  Belt  area. 

In  summary,  the  market  structure  for  livestock  and  meats  is  being  pounded  on 
all  sides  by  improved  technology  in  all  fields.  These  are  the  fundamental 
forces.  There  is  always  the  danger  that  we  don't  want  to  look  at  the  funda- 
mental forces  in  cold  detachment.  Rather  there  is  a  tendency  for  all  of  us  to 
allow  traditions  and  old  allegiances  to  influence  decisions  and  actions  that 
inay  prove  harmfxal.  There  are  real  challenges  and  opportunities  ahead  of  us. 
We  must  anticipate  possible  future  forces  that  will  affect  what  we  do  today  or 
tomorrow  in  promoting  improvements  on  our  present  struct\are.  It  certainly  is 
not  the  worst  struct\ire  in  the  world,  nor  is  it  as  efficient  as  it  co\ild  be. 
It  can  be  improved.  Its  improvements  are  in  o\ir  hands.  It  requires  imder- 
standing,  patience,  and  working  together  -  of  all  agencies,  markets,  processors, 
and  hog  producers  -  and  is  partly  dependent  on  which  goals  the  livestock 
industry  wishes  to  achieve. 
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ADJUSTING  LIVESTOCK  GRADING  PROGRAMS  TO  MEET 
CHAMGING  MARKETING  CONDITIONS 

C.  P.  McClavigherty 
Virginia  Department  of  Agriculture  and  Immigration 

I  know  of  no  better  way  to  handle  this  subject  than  to  give  you  a  brief  history 
of  Virginia ' s  Livestock  Grading  Program,  which  has  experienced  many  changes  to 
meet  new  and  improved  methods  of  marketing  livestock,  since  its  beginning  in 
the  spring  of  1931' 

Back  in  the  early  thirties, Mr.  J.  H.  Meek,  Virginia's  Director  of  Markets, 
conceived  the  idea  that  all  livestock  sho\ild  be  marketed  on  a  quality  or  merit 
basis,  which  necessarily  involves  grading.  Soon  thereafter  he  asked  me  to 
work  out  the  details. 

The  work  that  first  year  consisted  of  holding  lamb  grading  demonstrations  in 
the  principal  lamb  producing  sections  of  the  State,  conducted  in  cooperation 
with  personnel  from  the  Federal  and  State  Departments  of  Agricultvire,  the 
Extension  Service  of  Virginia  Polytechnic  Institute,  Experiment  Stations,  and 
the  Department  of  Vocational  Agricultxire.  A  few  decks  of  lambs  were  graded  and 
shipped  to  the  Jersey  City  Market  that  first  year  and  followed  through  to  see 
if  the  Commission  Merchants  there  would  sell  them  by  grade. 

When  this  work  was  started  there  was  only  one  auction  market  in  Virginia  and 
little  was  known  of  the  merits  of  that  marketing  system  at  that  time.  The  only 
known  marketing  program  was  first,  by  selling  to  local  buyers.  Later  the  second 
phase  consisted  of  shipping  to  central  markets,  either  individually,  if  the 
volume  produced  was  large  enough,  or  throxigh  a  marketing  agency.  During  this 
decade,  1930  to  19^0,  Co-operative  Livestock  Marketing  Organizations  were  having 
their  fling,  using  the  second  plan  of  shipping  to  central  markets  and  selling 
thro\igh  commission  merchants  there.  These  Co-operative  Livestock  Marketing 
Organizations  were  the  producers'  own  agency.  They  believed  in  the  principle  of 
selling  on  a  quality  basis,  and  grading  fit  like  a  glove  into  this  plan,  since 
it  was  necessary  to  ccmaingle  ownership  of  a  large  niunber  of  small  producers. 
Therefore,  it  was  a  relatively  easy  task  to  sell  them  on  the  idea  of  using  a 
grading  service.  This  arrangement  was  very  expensive,  since  it  was  necessary 
to  do  most  of  the  grading  over  farm  scales  thus  requiring  a  large  number  of 
graders,  much  travel,  and  lost  motion,  as  compared  to  the  concentrated  grading 
of  today. 

From  the  very  start  and  continuing  throughout  the  pioneering  and  organizational 
period  there  was  excellent  cooperation  between  all  the  State  and  Federal  agencies 
above  mentioned.  Much  of  the  credit  for  the  success  of  this  undertaking  goes 
to  Mr.  L.  B.  Burk,  Agricultural  Marketing  Service,  USDA,  who  is  now  retired, 
for  his  patience  and  untiring  efforts  in  teaching  -us  the  practical  application 
of  the  United  States  Standards  for  Grades  of  Livestock,  and  to  the  Extension 
Service  personnel  who  rolled  up  their  sleeves,  took  to  the  dirt  roads,  and 
graded  lambs  from  daylight  \mtil  dark  throxoghout  the  length  and  breadth  of  the 
old  Commonwealth.  This  splendid  cooperative  assistance  continued  \intil 
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svifficient  personnel  of  oxir  ovm  had  "been  trained  to  assume  all  of  the  grading. 
But  don't  get  the  idea  that  the  teamwork  stopped  there.  It  continues  to  this 
day,  especially  where  Co-operative  Livestock  Marketing  Organizations  are 
involved. 

In  1937^  the  third  major  change  in  the  method  of  marketing  livestock  took  place; 
an  abrupt  switch  from  consignments  to  central  markets,  to  direct  selling  to 
packers  through  the  newly  organized  Eastern  Livestock  Cooperative  Marketing 
Association,  and  cooperative  livestock  marketing  vas  riding  the  crest  of  the 
wave.  Slau^ter  sheep  and  veal  were  added  to  the  classes  graded,  the  first 
auction  market  (Staunton  Union  Stockyard),  requested  and  was  fiimished  grading 
service.  Graded  volxame  crossed  50,000  head  that  year. 

In  1938,  hogs  were  added  to  the  list  using  the  old  United  States  Standards, 
the  only  ones  we  had  at  that  time,  which  were  principally  weight  divisions, 
taking  out  of  the  grades  any  "off"  hogs  such  as:  cripples,  boars,  stags,  sows, 
piggy  gilts,  ruptured,  unfinished,  etc.  Additional  auction  market  grading  vas 
taken  into  the  project  at  Abingdon,  Orange,  Roanoke,  Buena  Vista,  and  Statmton; 
thus  entering  the  fourth  change,  that  of  selling  graded  livestock  throiigh 
Interior  markets.  The  auctions  were  coming,  the  co-ops  were  going,  as  the 
Eastern  Livestock  Cooperative  Marketing  Association  was  folding  up. 

Nineteen  hundred  and  forty  saw  the  first  stocker-feeder  calf  grading  in 
Virginia.  However,  it  was  not  until  the  fall  of  19^1  that  commingling  of  owner- 
ship was  \andertaken.  This,  like  all  of  Virginia's  other  livestock  grading  pro- 
jects, is -based  on  the  "Golden  Rule."  Tell  the  buyer  exactly  what  he  is  getting 
and  play  for  repeat  customers,  believing  that  the  day  of  "Horse  Trading"  in 
cattle,  or  any  other  class  of  livestock  for  that  matter,  is  past.  About  this 
time  we  were  going  through  a  radical  change  in  production  as  well  as  marketing. 
Eastern  cattlemen  were  still  reeling  from  effects  of  the  late  depression,  and 
were  searching  for  a  safer  plan.  The  old  so  called  "Export  Steer"  was  going 
out  of  fashion,  and  our  producers  were  rapidly  changing  from  finished  to  feeder 
cattle.  The  commercial  cow  and  calf  herd,  if  you  please.  Cons\miers  were  look- 
ing for  smaller  finished  cuts  which,  of  course,  means  smaller  carcasses,  and 
you  can't  get  that  job  done  satisfactorily  without  grain.  We  can't  compete 
with  the  Com  Belt  States  in  the  production  of  grain,  our  cattlemen  reasoned, 
any  more  than  they  can  compete  with  us,  with  our  rugged  terrain  and  native 
bluegrass  pastures,  in  the  production  of  feeders.  Now,  with  more  western  feeders 
going  to  the  Pacific  Coast  each  year  ajid  with  a  shorter  and  less  expensive  haul 
from  -the  East,  what  could  be  more  logical  than  that  the  southeastern  States 
produce  the  feeders  and  the  Com  Belt  States  finish  them?  The  only  question  in 
the  feeder  buyer's  mind  was:  Could  he  get  the  quality  smd  quantity  desired  from 
the  East  without  too  much  time  and  expense  in  assembling  loads?  Virginia  and 
other  southeastern  States  are  providing  the  answer  to  that  question  through 
their  graded  feeder  calf  and  cattle  sales.  .j 

The  use  and  popularity  of  this  service  has  exceeded  ova:   fondest  expectations, 
attracting  nationwide  attention*  In  an  article  entitled  Selling  Feeder  Calves 
the  Virginia  Way  in  the  July  1955  issue  of  the  LIVESTOCK  BREEDER  JOURNAL,  Bob 
Snyder,  the  Editor,  says,  "Virginia's  feeder  calf  sales  program  is  one  of  the 
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great  stories  in  U.  S.  beef  cattle  history."  And  in  the  same  magazine,  in  the 
September  1958  issue,  J.  Hubert  Warner,  Extension  Beef  Cattle  Specialist,  Ohio 
State  University,  says  in  part,  "It  is  generally  agreed  among  those  who  know, 
that  the  excellence  of  the  grading  job  done  at  Virginia  sales  is  not  sxirpassed 
anywhere  in  the  Nation,''  and  continuing  the  quotation,  "It  is  the  writer's 
opinion  that  this  has  been  the  major  key  to  the  success  of  Virginia ' s  sponsored 
sales." 

This  stocker-feeder  calf  and  cattle  marketing  program  is  another  splendid 
example  of  the  teamwork  that  exists  between  the  Department  of  Agricult\ire, 
Extension  Service,  local  marketing  organizations,  and  the  Virginia  Beef  Cattle 
Producers  Association,  all  having  their  partic\alar  part  in  the  program,  with 
no  overlapping  of  work.  We  grade  them,  they  sell  them.  This  is  as  it  should 
be.  There  is  plenty  of  work  for  each  organization  without  getting  into  the 
other  fellow's  field,  and  when  they  work  together,  they  get  the  job  done.  Where 
there  is  friction,  the  producer  is  the  loser.  The  graded  volume  of  calves  and 
cattle  is  now  running  around  50,000  head  annually.  Yes,  the  co-ops  are  coming 
back  through  these  producer  controlled  and  operated  feeder  calf  and  cattle 
Eiarketing  programs. 

In  19^2,  the  graded  volume  of  all  classes  crossed  100,000  head  for  the  first 
time,  and  we  thought  this  was  indeed  a  red  letter  event.  However,  the  standard- 
ized way  of  marketing  livestock  really  caught  fire  about  that  time,  surging 
ahead  to  cross  the  200,000  head  mark  two  years  later  by  a  substantial  margin. 
Then  it  cooled  off  and  lost  some  volume  for  the  next  three  years,  barely  hold- 
ing its  head  above  the  two  hundred  thousand  mark.  Then  in  19^^  there  was 
another  forward  surge,  and  on  across  300,000  in  19^9- 

In  1950,  feeder  cattle,  principally  yearling  steers,  joined  the  list  of  State 
graded  bovines.  Two  years  later  slaughter  cattle  threw  their  hat  into  the 
ring  to  make  it  unanimoxis. 

In  195^>  we  joined  hands  with  the  Extension  Service  and  Experiment  Stations 
in  the  grading  of  beef  breed  calves  and  yearlings  in  their  Record  of  Perform- 
ance,ROP,  program  under  Research  and  Marketing.  These  cattle  are  from  both 
registered  and  commercial  herds.  More  than  I50  herds  are  included  in  this 
year's  program.  We  have  high  hopes  that  this  ROP  program  will  eventually 
result  in  much  improvement  in  the  feeder  calves  we  have  to  sell.  We  are 
searching  for  the  kind  that  not  only  grade  well,  but  also  do  well  in  the  feed 
lot,  or  the  pasture  field,  or  in  the  case  of  females,  for  commercial  breeding 
purposes.  At  this  time,  the  grading  of  registered  biills  started  and  a  nijmber 
of  bull  sales  are  being  graded  regularly.  This   year  the  graded  volume  crossed 
iKX),000  head. 

April  1955^  saw  the  beginning  of  a  major  adjustment  in  hog  giading  when  we 
started  using  the  new  official  U.  S.  Standards  for  girades  of  slaughter  swine, 
designed  to  put  emphasis  on  the  meat-type  hog  we  started  at  a  Richmond, 
Virginia, pa eking  plant.  Then  early  in  1957^  the  Tidewater  Area  of  Virginia 
got  interested  in  swine  grading,  ajid  after  a  meeting  in  Smithfield,  the  home 
of  the  famo\iS  "Smithfield  Hams"  two  packing  plants  in  that  town  broke  the  ice 
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by  requesting  grading  service.  In  this  new  swine  grading  project  we  have  the 
greatest  interest  and  cooperation  of  any  livestock  standardization  undertaking 
to  date.  Those  lending  their  support  include  the  producer,  the  packer, "both 
U.  S.  and  State  Departments  of  Agriculture,  Extension  Service,  the  Tidewater 
Experiment  Station,  the  Department  of  Vocational  Agriculture,  Swine  Breeders' 
Associations,  and  bankers  in  that  area.  A  "Swine  Industry  Co-ordinating 
Committee"  was  organized  with  representation  from  each  of  the  above-mentioned 
organizations  and  headed  by  two  of  the  area's  outstanding  hog  and  peanut 
growers  as  president  and  executive  secretary. 

Southeastern  Virginia  not  only  had  a  quality  problem,  but  a  serious  parasite 
problem  as  well,  and  this  Co-ordinating  Committee  set  out  with  the  avowed 
p-urpose  of  licking  both.  Grading  was  started  in  that  area  in  March  1957' 
Since  that  time  other  packers  have  requested  and  been  furnished  grading  service. 
Now  we  are  also  grading  at  two  hog  buying  stations,  a  hog  marketing  system 
peculiar  to  that  part  of  Virginia  and  eastern  North  Carolina,  the  merits  of 
which  are  yet  to  be  proven.  Personally,  I  like  competitive  buying.  Grading 
appears  to  be  showing  some  improvement  in  quality  and  antibiotics  are  slowing 
down  the  worms. 

Nineteen  hundred  and  fifty-six  was  the  first  attempt  at  grading  stock  ewes,  for 
breeding  purposes,  at  the  Tazewell  Market.  This  sale  has  been  conducted 
annually  since  that  time  with  volxomes  up  to  1,500  head.  Then  in  1957  '^^   liad 
our  first  slaughter  cattle  sales.  These  fat  cattle  and  stock  ewe  sales  are 
being  conducted  jointly  by  personnel  of  the  Extension  Service,  and  the 
Department's  Market  Expansion  and  Livestock  Sections.  No  fees  have  been  chargedl 
for  grading  while  going  through  the  experimental  stages  or  prior  to  1958' 
Feeder  pig  grading  started  in  the  fall  of  this  year.  Two  sales  have  been  held 
and  two  more  are  planned  in  the  immediate  fut\ire. 

Right  here  is  a  good  place  to  explain  that  Virginia's  livestock  marketing 
program  is  a  volimtary  service  supported  largely  by  fees,  rather  than  by  tax 
money.  When  starting  a  new  livestock  grading  project,  it  is  necessary  to  give 
free  service  for  a  time  until  the  undertaking  has  had  time  to  prove  its  worth. 
In  this  connection,  we  are  deeply  indebted  to  the  RMA  Matching  P*und  Program, 
without  whose  financial  aid  throiogh  oxor  Market  Expansion  Section,  today's 
accomplishments  wo\ild  not  have  been  possible.  We  feel  that  the  money  has  been 
well  spent  and  hope  to  enjoy  this  mutually  beneficial  teamwork  in  the  years 
to  come.  These,  we  believe,  are  the  kind  of  livestock  marketing  programs  that 
State  Departments  of  Agric\ilt\are  should  develop  to  encourage  improvement  in 
this  field. 

TO  SUM  UP  o\ir  livestock  grading  program  has  been  adjusted  from  time  to  time 
to  meet  changes  in  marketing  conditions,  starting  off  in  1931  with:  (l)  Selling 
to  local  buyers;  (2)  shipping  to  central  markets  and  selling  through  commission 
merchants;  (3)  selling  direct  to  packers  thro\igh  cooperative  marketing  asso- 
ciations; {k)   selling  throxogh  auction  markets  and  concentration  yards;  (5) 
switching  from  "Exi)ort"  steers  to  feeders;  (6)  selling  hogs  direct  to  packers 
by  grade;  and  (7)  selling  hogs  throxigh  b\:iying  stations. 
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The  above  s\m]2iary  of  a  little  over  a  q-oarter  of  a  century  of  livestock  grading 
represents  much  hard  work  and  long  ho\irs  for  a  lot  of  loyal  people  since  its 
"beginning  hack  in  1931-  We  are  now  grading  lambs,  breeding  ewes,  feeder 
calves,  feeder  cattle,  R.O.P.  calves,  purebred  bulls,  ^-H  club  calves, 
slaughter  cattle.,  veal,  hogs,  and  feeder  pigs.  But  that  is  history,  and  the 
mill  will  never  grind  with  water  that  is  past,  so,  now  we  tium  our  thoughts 
to  the  future,  with  its  unlimited  opport\inities  in  the  field  of  standardized 
livestock  marketing,  as  fate  again  smiled  on  us  in  the  crossing  of  half  a 
million  head  of  livestock  graded,  on  which  fees  were  collected  during  the  past 
fiscal  year. 

IN   CONCLUSION,!  would  like  to  say  that  we  in  Virginia  are  thoroiighly  sold  on 
the  principle  of  marketing  livestock  on  a  quality  basis.  ^•Jhen  better  animals 
are  made  and  marketed,  the  producer  is  the  boy  who  is  going  to  get  the  job 
done.  Therefore,  grading  sho\ild  be  on  the  live  animal  rather  than  the  carcass 
in  order  that  any  monetary  incentive  will  be  reflected  directly  to  him,  and 
where  differentials  in  quality  are  most  obvious.  \-Ie   believe  that  the  best 
way  to  get  the  farmer  to  strive  for  higher  quality  is  to  pay  him  for  it. 
This  standardized  marketing  program  is  designed  to  do  that  very  thing. 

To  those  contemplating  a  standardized  marketing  program  for  livestock,  I  would 
offer  this  advice.  In  starting,  "Don't  bite  off  more  than  you  can  chew."  The 
child  must  learn  to  walk  before  it  can  run.  Begin  conservatively  and  build 
confidence  as  you  build  volume.  Remembering  that  you  must  be  able  to  do  a 
':etter  job  than  the  marketing  agency  whom  you  serve,  if  you  hope  to  survive 
the  test. 


CONCLUSIONS  AND  RECOMMENDATIONS 

On  potential  developments  in  livestock  marketing 

In  this  session,  it  was  shown  how  changing  technology  and  marketing  patterns 
have  placed  stresses  and  strains  on  the  livestock  marketing  system,  rendering 
it  a  less-than-perfect  mechanism  for  transmitting  the  price  "signals"  of  the 
consumer  back  to  the  producer.  Also  pointed  out  was  the  fact  that  decentrali- 
zation in  livestock  marketing  had  impaired  the  "price-registering"  efficiency 
of  the  terminal  markets. 

Research  done  at  some  of  the  colleges  has  confirmed  the  need  for  much  better 
and  more  extensive  market  news  coverage  of  local  auction  markets  and  direct 
sales  to  packers  and  other  buyers .  In  discussing  how  more  adequate  coverage 
could  be  sec\ired  of  these  types  of  sales,  it  was  pointed  out  that  a  system  of 
official  grading  of  live  animals  would  be  a  great  help. 

A  representative  from  one  State  department  of  agricultiire  related  the 
experience  in  that  State  in  developing  a  statewide  official  grading  system. 
Information  was  presented  to  the  group  showing  how  the  volume  and  classes  of 
livestock  covered  under  this  program  had  maintained  a  steady  growth  over  the 
years . 
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Although  it  was  the  concensus  of  the  group  that  major  changes  are  in  prospect 
for  the  livestock  marketing  structure,  there  was  no  agreement  as  to  the 
specific  form  which  the  new  struct^ure  might  or  shoiold  take.  Representatives 
from  several  States  described  what  they  are  doing  and  propose  to  do  in 
providing  services  to  improve  the  existing  system.  Expansion  of  market  news 
coverage  and  grading  services  are  planned  in  some  States.  Time  did  not  permit 
a  discussion  of  needed  improvements  in  livestock  marketing  facilities  and  the 
services  which  State  departments  might  provide  in  this  connection. 

THE  ECONOMIC  AND  TECHNOLOGICAL  FORCES 
BACK  OF  VERTICAL  INTEGRATION 

Orlin  J.  Scoville 

Agricultiiral  Research  Service 

U.  S.  Department  of  Agriculture 

Much  of  the  current  interest  in  agriculture -business  integration  centers  on 
developments  in  the  livestock  industry.  Broiler  production  has  been  the  prime 
example,  and  developments  here  have  been  used  to  spec\ilate  on  future  develop- 
ments in  other  livestock  enterprises.  Integration  in  egg,  turkey,  and  hog 
production  also  is  receiving  a  good  deal  of  attention. 

An  understanding  of  the  forces  that  encourage  the  greater  integration  of 
important  livestock  enterprises  is  an  essential  prerequisite  to  analysis  of 
probable  future  trends.  These  forces  must  be  taken  into  account  also  if 
successf\il  and  wise  efforts  are  to  be  made  to  influence  the  trend  toward  or 
away  from  integration  or  to  modify  the  terms  on  which  participating  firms 
integrate  their  activities.  Do  packing  firms  integrate  in  order  to  overcome 
some  block  in  the  marketing  system?  Dr.  Leckie  of  the  Canadian  Federation  of 
Meat  Packers  says  this  is  an  important  reason.  20/  Are  there  some  intrinsic 
advantages  in  integration  over  other  ways  of  doing  business?  Why  do  so  many 
feed  distributors  enter  into  contract  deals?  What  is  the  role  of  financial 
institutions  in  the  integration  process?  ^That  part  do  farmers'  cooperatives 
play  in  the  process?  Finally,  what  motivates  farmers  to  sign  production  con- 
tracts with  business  firms?  With  present  information,  most  of  these  questions 
must  receive  only  tentative  answers. 

We  are  in  the  midst  of  a  technological  revolution  in  farm  production,  process- 
ing, and  marketing.  Integration  is  an  attempt  to  adapt  production  and 
marketing  institutions  to  changing  technology.  This  is  the  basic  force  back 
of  integration.  Technological  change  provides  an  opportimity  for  the  business 
firms  in  each  sector  to  reconsider  the  resource  combinations  that  maximize 
profits.  These  new  combinations  involve  a  reconsideration  of  economies  of  scale, 
advantages  of  specialization  in  production,  standardization  of  product, 
scheduling  of  delivery  or  timing  of  production,  and  reduction  or  shifting  of  risK 


20/  From  a  paper  presented  to  the  Joint  Annual  Meeting,  American  Farm 
Economics  Association  and  Canadian  Agriciiltural  Economics  Society,  Winnipeg, 
Canada,  August  1958,  to  be  published  in  the  Journal  of  Farm  Economics, 
proceedings  issue. 


I 

Some  analyses  of  the  integration  phenomenon  seek  to  identify  the  partic\ilar 
unit  in  the  agribusiness  sector  that  is  the  instigator  of  integration.  Some 
of  these  analyses  point  to  consiomers  who  increasingly  demand  a  continuous 
supply  of  products  of  standardized  quality;  others  identify  the  supermarket 
as  the  prime  mover;  and  still  others,  the  farmer.  I  believe  that  probably 
technical  progress  has  acted  upon  all  sectors  simiiltaneously,  that  consumers 
have  played  a  rather  passive  role  in  the  process.  Perhaps  they  have  changed 
their  buying  habits  because  of  the  influence  of  marketing  firms.  Let  us  now 
consider  the  effects  of  technological  change  on  the  various  other  sectors  of 
agribusiness. 

Important  changes  have  occurred  in  the  retailing  of  foods.  The  number  of 
grocery  stores  declined  by  about  30  percent  from  1939  to  195if,  and  the  volume 
of  sales  per  store  more  than  tripled  (in  dollars  of  constant  purchasing  power). 
About  four-fifths  of  all  retail  food  sales  are  made  by  chain  stores  or  by 
independent  stores  that  are  affiliated  with  cooperative  or  voluntary  buying 
groups.  These  mass  buyers  need  assiirance  of  regular  supplies  of  large  quanti- 
ties of  uniform  products  to  pennit  standardized  pricing  and  promotion.  This 
has  led  to  integration  of  retail  and  wholesale  fimctions  thro\igh  either 
ownership  or  agreement.  In  several  instances,  supermarkets  have  contracted 
with  producers. 

Processors  reflect  the  changing  demands  of  distributors  and  consumers.  They 
seek  greater  control  over  the  quality  of  farm  products  bought  and  try  to  reduce 
seasonal  and  cyclical  fluctuations  in  supply.   In  addition  to  meeting  the  needs 
of  specification  buyers,  processors  have  other  reasons  for  trying  to  make 
delivery  of  farm  products  more  systematic.  They  are  sometimes  able  to  reduce 
capital  costs  by  extending  the  seasonal  use  of  equipment,  and  they  can  reduce 
labor  costs  by  leveling  out  day-to-day  fluctuations  in  the  quantity  of  products 
processed.  Professor  Kramer  of  Michigan  State  University  has  pointed  out  that 
hog  receipts  on  one  particular  day  of  any  week  may  be  as  great  as  receipts  for 
all  the  rest  of  the  week.  Contracts  with  growers  can  help  to  reduce  daily 
..  fluctuations  in  marketings. 

I 

The  mixed-feed  industry  plays  an  important  role  in  the  integration  of  livestock 
production  because  of  its  strategic  position  in  the  advancement  of  nutrition 
technology.  Several  feed  manufacturers  and  many  feed  dealers  are  integrated 
with  livestock  production  either  as  principals  or  by  contract  with  growers. 
The  feed  dealer-farmer  relationaship  is  of  special  interest  because  of  the 
unusually  strong  inducements  for  expanding  output  that  are  involved.  The  feed 
dealer   who  may  also  sell  chicks  and  other  supplies,  is  confronted  with  a 
horizontal  demand  curve  for  his  product  or  products  and  frequently  with  a 
decreasing  cost  for  his  output.  He  is  partially  protected  against  price  risks 
because  feed  prices  and  livestock  prices  do  not  fluctuate  together.  He  may  be 
willing  to  enter  into  contract  deals  that  may  entail  little  or  no  profit  from 
sale  of  broilers  or  other  livestock  products,  in  order  to  expand  the  market 
for  his  feed  and  maximize  his  total  income. 

Integration  tends  to  increase  the  volume  of  loanable  funds  available  to 
agric\ilture  and  to  open  up  new  sources  of  credit  for  farmers. 
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These  ariungements  also  tend  to  shift  the  flow  of  ci^dit.  Bankers  tend  to  nake 
fewer  loans  directly  to  growers  and  more  to  dealers  or  processors,  who  in 
turn  finance  the  growers.  Even  those  production  contracts  that  do  not  involve 
financing  probably  increase  the  availability  of  credit  to  farmers.  To  the 
extent  that  risk  and  imcertainty  are  reduced,  lenders  are  more  willing  to  make 
loans  and  to  make  larger  ones  than  they  would  otherwise  do. 

Interrelationships  between  financial  institutions  and  integration  are  complex. 
Banks  and  other  lenders  have  encouraged  integration  by  making  readily  available 
to  feed  dealers  and  poultry  processors  the  funds  needed  for  contract  production. 
A  recent  study  made  by  the  Agricultural  Commission  of  the  American  Bankers  Asso- 

ci5;tion  points  out  the  reasons  for  lower  risk  in  loans  to  integrators  compared  ' 
with  individual  producers.  The  further  advantage  of  larger  loans  is  mentioned 
also.  ^/  But  integration  itself  probably  was  largely  responsible  for  changes 
in  lending  policy.  Lending  institutions  have  been  used  as  a  tool  to  accomplish 
integration,  but  they  have  been  relatively  imiraportant  in  initiating  integration; 

Recent  studies  provide  infonnation  on  the  sources  of  f\mds  for  broiler  produc- 
tion in  Delaware,  Virginia,  Georgia,  Texas,  Indiana,  and  Mississippi.  All 
point  to  the  importance  to  growers  of  credit  from  feed  dealers.  These  dealers 
in  turn  make  extensive  use  of  funds  advanced  by  banks  and  feed  maniifacturers . 

Farmers  are  interested  in  integration  for  several  reasons.  By  contracting  with 
dealers  or  processors,  they  may  reduce  risk  and  acquire  more  capital.  As  a 
result,  they  can  expand  their  scale  of  operation,  make  better  use  of  under- 
employed labor  and  other  resources,  and  increase  production  efficiency.  This 
partially  explains  the  \anus\jally  rapid  growth  of  contract  arrangnients  in  low- 
income  areas,  where  availability  of  capital  from  customary  financing  institutions 
is  limited;  where  there  is  much  \anderemployment;  and  where  introduction  of  a 
new  enterprise  must  be  accompanied  by  technical  supervision  and  guidance. 

From  the  farmer's  viewpoint,  one  of  the  most  attractive  features  of  contract 
farming  has  been  the  opportunity  to  reduce  the  varioxis  kinds  of  risk  to  which 
he  is  exposed.  On  the  Eastern  Shore,  many  broiler  growers  who  are  able  to 
finance  themselves  prefer  a  contract  arrangment  to  reduce  risk.  This  has  been 
shown  in  studies  of  broiler  growers  made  by  the  Farm  Economics  Research 
Division,  Agricultural  Research  Service,  in  cooperation  with  the  Delaware 
Experiment  Station. 

By  contracting  with  a  bxisiness  firm, the  producer  can  shift  much  of  his  price 
risk  to  another  party.  In  the  case  of  broilers,  the  other  party  may  be  a  feed 
dealer  or  a  processing  firm.  Production  risks  may  be  partially  shifted  also. 
This  is  the  case  with  broiler  contracts  that  provide  for  minimum  grower  payments. 
Also,  price  and  production  risks  are  more  easily  carried  when  shifted  from 
individual  producers  because  marketings  are  dispersed  over  time  and  production 
locations  are  distributed  in  space.  Risks  are  averaged  out.  Moreover, .the 
total  amount  of  risk  to  be  carried  in  the  whole  agribusiness  sector  may  be 
reduced.  Price  risks  that  arise  from  fluctuations  in  volume,  for  example,  are 

21/  Agric\iltural  Commission,  American  Bankers  Assn.,  Contract  Farming — 
Implication  to  Banking,  New  York,  195o. 
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reduced  because  the  lower  prices  of  livestock  that  result  from  increased 

volume  are  partly  offset  for  the  whole  agribiisiness  sector  b^  higher  earnings 
on  the  increased  volume  of  feed  sold. 

Some  contract  arran^nents  reduce  production  risk  to  farmers  by  providing  on- 
the-spot  technical  aid  to  detect  and  combat  outbreaks  of  disease.  These 
features  may  or  may  not  be  accompanied  by  extension  of  credit.  Financing  is 
an  important  part  of  broiler-,  egg-,  and  hog -product ion  contracts.  It  is 
usually  on  terms  that  protect  the  grower  against  major  losses,  and  ordinarily, 
it  is  accompanied  by  provisions  for  technical  aid  or  supervision. 

These  various  featvires  of  contracts  appeal  to  farmers  partly  because  the  risk 
is  limited;  and  also  because  they  help  the  grower  to  expand  his  scale  of 
business  and  to  adopt  more  efficient  methods. 

Farmer  cooperatives  also  are  an  integrating  force.  Farmers  sometimes  organize 
coopei^tives  in  order  to  establish  the  processing  or  narketing  facilities 
needed  for  a  product  new  to  the  area,  or  to  try  to  get  a  bigger  share  of  the 
consumer's  dollar  for  an  existing  product.  Once  established,  cooperatives 
themselves  furnish  impetus  for  further  integration.  I  think  that  the  manage- 
ment of  a  cooperative  feed  mill  or  poultry  processing  plant  responds  to  much 
the  same  motives  as  a  proprietary  business  firm.  It  seeks  to  keep  costs  down 
by  building  volume  of  feed  sales  or  by  keeping  its  poiiltry-dressing  plant  in 
continuous  operation. 

At  each  stage  in  the  chain  of  production,  processing,  and  marketing,  from  the 
farm  supplier  to  the  housewife,  forces  that  promote  closer  coordination  or 
integration  are  at  work.  These  forces  are  interdependent  and  each  is  a  conse- 
quence of  fundamental  and  continuing  changes  in  technology.  The  effects  on  the 
livestock  economy  may  be  widespread.  But  we  should  not  conclude  that  all 
livestock  production  will  be  organized  on  the  well -publicized  broiler  pattern 
or  that  the  broiler  industry  itself  will  continue  to  operate  as  it  now  does. 
Present  contract -farming  arran^msats  may  not  have  reached  their  ultimate  form, 
and  alternative  systems  of  integration  nay  be  developed  that  will  retain  more 
of  the  responsibility  for  management  and  risk  in  the  hands  of  the  farmer. 


VERTICAL  INTEGRATION  OF  LIVESTOCK  PRODUCTION  AND  MAHKETIKG 
FUNCTIONS—  HOW  FAR  AND  WHO  WILL  DO  IT 

Clifton  B.  Cox 
Purdue  University 

Vertical  integration  in  an  industry  usually  takes  place  because  the  competitive 
system  is  not  working  properly.  In  addition,  there  m\ist  be  profit  to  be  made 
from  integrating.  Vertical  integration  only  takes  place  when  science  has 
replaced  art  so  that  management  fvinctions  can  be  consolidated  into  one  company 
or  management  group. 
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Since  varioiis  people  define  vertical  integration  in  different  vays,  it  may  add 
clarity  if  I  give  my  definition.  As  I  look  at  an  industry,  we  usually  see 
suppliers,  producers,  assemblers,  processors,  distributors  (which  includes 
retailing),  and  consumers.  To  be  vertically  integrated  means  that  two  or  more 
of  these  links  in  the  chain  have  been  combined  in  such  a  way  that  the  decisions 
are  made  by  one  company.  Financing  alone,  providing  a  market  alone,  or  provid- 
ing other  needed  services  are  not  necessarily  integration.  As  long  as  the 
producers  or  the  operators  of  firms  in  any  one  of  the  links  are  left  free  to 
make  the  decisions,  I  do  not  consider  them  integrated.  1^  assigned  topic 
dealt  with  livestock  production  and  marketing  functions  rather  than  with  the 
processor  or  distributor.  I  will,  however,  speak  a  little  bit  about  the 
retailer  and  processor  since  these  two  may  have  the  possibilities  of  being  the 
integrator . 

Now  why  does  integration  take  place?  Of  coixrse,  integration  takes  place  only 
to  increase  the  profits  of  the  integrator.  It  seems  to  me  that  the  livestock 
and  meat  industry  may  be  integrated  somewhat  when  one  or  more  of  the  following 
conditions  are  present: 

1.  Technology  is  available  that  has  not  been  put  into  use.  The 
competitive  process  or  information  is  not  generally  accepted 
by  all;  therefore,  the  one  taking  advantage  of  this  technology, 
stands  to  benefit.  It  seems  to  me  this  has  been  a  major  factor 
in  the  integration  of  the  poultry  industry. 

2.  Quality  of  the  product  is  not  unifonn  or  is  not  meeting  consumer 
desires.  Consimers  have  definite  preferences,  some  of  the  time. 
If  firms  will  provide  consumers  with  goods  desired,  usually 
cons\jmers  will  reward  them  with  higher  prices.  This  is  the 
reason  that  automobile  companies  have  bxiilt  Cadillacs  or  Lincolns 
and  Fords  or  Chevrolets.  In  the  livestock  industry  retailers  want 

a  certain  qxjality  of  product.  If  this  quality  is  not  uniform  in  our 
present  day  merchandising  program,  there  may  be  some  benefits  from 
controlling  the  production  process  so  that  quality  uniformity  can 
be  achieved.  On  the  basis  of  some  of  our  research  at  Purdue 
University,  there  is  indication  that  consumers  will  pay  more  for 
lean-type  pork.  In  a  set  of  prices  used  in  our  research  project, 
consumers  were  willing  to  pay  $1.6o  per  hiondredweight  more  even 
after  taking  out  the  inaccuracies  of  grading  and  the  cost  of 
grading.  With  a  relatively  small  packer  in  Indiana  that  may  kill 
2,000  hogs  per  day,  this  would  mean  over  $3,000  per  day.  This 
probably  is  sufficient  incentive, if  he  were  able  to  keep  all  of  it, 
to  consider  integration.  Under  present  marketing  conditions,  the 
differences  in  value  of  hogs  to  the  fanner  because  of  grade  are 
about  50  cents  per  hundredweight.  This  resiilts  from  the  difference 
in  yield  of  lean  cuts  rather  than  on  consumer  preference  for  these 
lean  cuts.  If  the  pork  products  are  processed  correctly,  it  seems  to 
me  there  is  sufficient  profit  for  the  retailer,  processor,  and  farmer 
to  change  the  marketing  structure.  However,  if  the  product  is  not 
differentiated,  it  seems  that  very  little  will  be  done  to  change  the 
present  marketing  system. 
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3-  Wide  fluctxjations  in  supply  ca\ise  concern.  Livestock  production 
and  prices  have  been  noted  for  cyclical  movements  and  seasonal 
movements  as  well  as  extreme  fluctuations  in  receipts  and  prices 
at  the  market  place.  With  200-pound  hogs  bringing  $10  per  hundred- 
weight three  years  ago, and  $25  per  hundredweight  during  the  past 
year;  it  appears  that  profits  may  be  possible  from  some  sort  of 
orderly  marketing  process.  I  have  had  packers  to  tell  me  that 
they  were  willing  to  pay  an  additional  $1  premiim  for  hogs  if  they 
could  specify  the  time  of  delivery.  With  labor  contracts  in  the 
packing  industry,  it  is  imperative  that  packers  do  something 
about  supply. 

k.     Dependable  market  outlet.  This  appears  not  to  be  a  major  problem 
ih  the  livestock  industry.  However,  in  other  agricultiiral 
commodities  a  dependable  outlet  has  been  the  force  behind 
farmers  integrating  and  setting  up  their  own  facilities. 

Who  Will  Do  It? 

A  determination  has  not  been  made  in  the  livestock  industry  as  to  who  will 
be  the  integrator.  Basically,  it  will  be  the  one  that  can  make  a  profit  from 
doing  so.  Let  us  take  a  look  at  the  various  possible  integrators. 

1.  Feed  Dealer.  This  individual  has  generally  been  considered  the 
culprit  in  the  poultry  industry.  However,  as  we  look  at  hogs, 
we  find  about  two-thirds  of  the  cost  is  for  feed.  Most  of  the 
feed  at  the  present  time  is  produced  on  the  farms  where  it  is 
fed,  leaving  only  one -fifth  to  one-fo\irth  of  the  total  cost  for 
supplement.  To  take  the  entire  risk  and  guarantee  prices  against 
the  forces  of  the  packers  in  the  livestock  industry  appears  too 
great  for  the  feed  dealer.  In  addition,  the  raising  of 

pigs  is  more  complicated  than  baby  chicks.  As  yet,  there  are 
many  problems  to  be  worked  out  before  the  production  of  feeder 
pigs  is  a  science  that  can  be  turned  over  to  hired  labor.  Of 
course,  we  will  see  a  few  feed  dealers  making  efforts  in  the 
area,  but  in  the  long  run,  I  do  not  consider  the  feed  dealer 
as  a  major  contender  for  the  role  of  integrator. 

2.  Retailer .  Again  the  production  of  hogs  is  rather  complicated  for  a 
merchandising  organization  at  the  retail  level.  Retailers  are 
accustomed  to  buying  supplies  each  of  the  weeks,  whereas  the 
production  processed  for  pork  takes  about  a  year.  The  president 

of  one  of  the  major  retail  chains  told  me  that  he  did  not 
anticipate  integrating  into  the  packing  industry.  He  thought 
his  firm  was  in  sufficient  bargaining  position  to  get  the 
benefits  from  technology  from  the  various  packing  firms  without 
being  limited  to  his  own  initiative  if  he  were  integrated.  A 
few  of  the  retailers  have  integrated  in  the  packing  industry  to 
get  supply.  This,  I  believe,  has  been  decreasing  somewhat  since 
World  War  II.  Therefore,  I  do  not  see  the  retailer  as  a  contender 
for  the  integrator  position. 
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3.  Processor  or  Packer.  The  packer  needs  an  orderly  marketing  or 
supply  of  livestock.  His  labor  contracts  with  a  guarantee  of 
36  hours  per  week  with  time  and  a  half  for  time  over  ^0  hours ; 
makes  fluctuations  in  receipts  extremely  expensive.  Also,  with 
the  retailers  demanding  quality  the  packers  will  tend  to  benefit 
from  demanding  imiform  quality  in  livestock.  Therefore,  as  a 
likely  contender,  the  packer  stands  out  as  one  real  possibility 
as  an  integrator. 

k.     Market  Agency.  As  long  as  the  market  agency  works  on  a  per  head 
basis  and  the  livestock  generally  pass  through  markets,  the 
market  agency  has  little  incentive  to  be  an  integrator.  However, 
when  his  very  life  blood  is  threatened  by  livestock  by-passing  his 
market,  different  stimuli  may  come  into  action.  He  may  try  to 
preserve  his  position.  In  this  way  he  may  attempt  to  offer  the 
services  demanded  by  the  packing  firm  on  one  side  and  the  farmer 
on  the  other.  If  he  can  adeqviately  provide  this  service,  he  may 
actually  prevent  integration  or  he  may  be  the  integrator.  In 
general^  I  wotLLd  feel  that  he  would  not  take  on  the  job  of 
processing  or  in  production  but  would  tend  to  prevent  integration. 

5.  Farmer .  The  farmer  stands  to  lose  much  if  the  market  for  pork 
continues  to  decline,  particularly  if  he  continues  to  produce 
the  same  numbers.  Other  segments  will  lose,  also,  if  numbers 
are  restricted.  The  farmers  have  been  the  integrators  in  a 
number  of  instances  through  cooperatives.  Sweden  is  about  *85 
percent  farmer  integrated  in  the  livestock  industry  down  to  the 
retail  store.  Therefore,  it  can  be  done.  If  the  processor 
continues  to  refuse  to  deliver  to  the  consumer  the  product 
differentiated  as  the  consvuaer  desires  it,  and  if  farmers 
were  to  recognize  this  and  provide  this  quality  along  with  a 
uniform  supply,  there  woiild  be  profits  in  it  for  the  farmers. 
I  must  say  here  I  do  not  see  a  cooperative  that  is  going  to  be 
a  major  factor  in  the  next  few  years  in  integrating  the  live- 
stock industry. 

Most  of  what  I  have  said  has  dealt  primarily  with  hogs.  Of  course,  there  has 
been  some  integration  of  a  horizontal  natiire  in  the  beef  feeding  industry  - 
that  is,  large  specialized  feed  lots.  As  far  as  integrating  vertically,  I 
see  no  real  trend  in  the  beef  industry. 

In  the  hog  industry  my  own  personal  belief  is  that  there  will  be  attempts  made 
to  integrate.  The  success  of  these  attempts  will  be  more  spectacular  from 
publicity  points  of  view  than  real.  Areas  outside  the  Com  Belt  will  have 
more  success  in  the  early  days  than  within  the  Corn  Belt.  Because  oxir  industry 
is  being  alerted  to  the  possibilities  of  integration,  it  seems  to  me  that  it 
will  not  be  integrated.  The  most  I  expect  is  10  to  15  percent  integration  in 
the  next  10  years.  Some  of  this  will  be  done  by  the  processor  and  some  by 
the  producers .  A  forward  looking  processor  may  be  very  successfvil  if  he  were 
to  integrate  on  the  basis  of  qxmlity  and  on  the  basis  of  time.  However,  I  see 
none  that  really  wants- to  take  the  risk.  Farmers,  too, fear  such  processes  as 
meat  packing. 
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Integration  vill  usually  give  way  to  specialization  if  the  competitive  forces 
are  allowed  to  operate.  When  the  segment  is  going  through  tremendous  changes 
such  as  technological  ones_,  or  when  monopoly  forces  dominate,  vertical 
integration  tends  to  remain  a  profitable  venture.  However,  in  the  livestock 
industry,  I  do  not  foresee  immediately  major  technological  changes  that  will 
bring  about  profits  from  integration.  Neither  do  I  see  the  major  forces  of 
monopoly  getting  control  so  that  it  is  possible  for  either  segment  to  integrate, 
I  eun  convinced  that  cons\amers,  retailers,  processors,  market  agencies,  farmers, 
and  suppliers  will  benefit  suad  yet  preserve  our  competitive  economy. 


CONCLUSIONS  Airo  RECOMMENDATIONS 

On  vertical  integration  and  its  effect  on  marketing 

In  discussing  the  fut\ire  role  of  vertical  integration  as  a  force  in  the  produc- 
tion and  marketing  of  livestock,  several  observations  were  made  concerning  the 
conditions  favorable  to  such  a  development  in  an  agricultural  industry.  The 
conditions  are  (l)  when  known  technology  lags  adoption,  (2)  where  there  are- 
production  and  marketing  risks  to  be  minimized  or  shared,  (3)  where  there  are 
\anused  labor  resources,  (h)   where  adequate  capital  is  unavailable  to  one  of  the 
parties  in  the  potential  integrated  operation  for  him  to  adopt  the  newer 
technology,  (5)  where  the  quality,  quantity,  and  flow  of  a  product  to  market 
no  longer  meets  the  needs  of  today's  large-scale  buyers.  In  the  hog  industry, 
the  most  likely  reasons  to  integrate  are  to  control  quality  and  the  flow  of 
hogs  to  market.  Feed  companies,  retailers,  packers,  market  agencies,  and 
farmers  (through  their  cooperatives)  are  potential  integrators.  The  view  was 
expressed  that  of  these  potential  candidates,  the  packers  and  farmers  are  most 
likely  to  be  the  integrators, if  the  hog  industry  is  integrated.  Attention  was 
called  to  some  of  the  basic  economic  differences  in  farming,  particularly  as 
regards  ^i^der  utilization  of  labor  in  the  Com  Belt  and  in  the  areas  where 
broiler  production  has  mushroomed  under  integrated  arrangements.  Estimates 
by  the  group  of  the  extent  of  integration  in  the  hog  industry  over  the  next 
10  years  ranged  from  a  minimum  of  about  10  percent  up  to  a  naximum  of  about 
35  percent.  There  are  reasons  to  expect  a  greater  degree  of  integration  in 
the  production  of  feeder  pigs  than  in  feeding  for  market.  Specialized  produc- 
tion of  feeder  pigs  may  develop  in  sxirplus  labor  areas  with  feed  companies 
being  the  integrators. 


POULTRY_AND_EGGS 
Work  Group  Sessions 

CURRENT  DEVELOPMENTS  IN  EGG  MARKETING 

James  M.  Gwln 
Ralston-Purina 

It  is  a  privilege  and  pleas\ire  to  appear  once  again  on  yo\ir  National  Marketing 
Service  Workshop.  I  always  enjoy  these  assignments  for  they  also  afford  me  the 
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opportunity  of  meeting  the  new  people  working  in  this  field  and  the  chance  to 
renew  acq\jaintances  with  a  number  of  my  former  associates. 

First  of  all,  I  want  to  congratiilate  your  committee  on  selecting  the  theme, 
"Adjusting  Marketing  Service  Programs  to  Changing  Conditions."  I'm  sure  most 
of  you  agree  with  this  theme,  but  if  there  are  any  who  do  not,  it  is  quite 
likely  that  this  program  will  show  the  very  great  need  for  keeping  marketing 
service  programs  geared  to  current  needs. 

I  have  been  asked  to  cover  the  subject,  "Changing  Developments  in  Egg  Market- 
ing." Believe  me,  my  preparation  problem  has  not  been  one  of  getting  material 
for  this  presentation  —  instead,  the  most  difficult  part  of  the  task  has  been 
the  condensing  and  organizing  of  the  material  to  meet  what  I  believe  to  be 
your  particular  needs. 

I  am  sure  all  of  us  recognize  that  "the  line  of  least  resistance"  in  a 
discussion  of  this  nature  is  to  deal  in  generalities,  plus  enough  qualifying 
statements  to  cover  every  future  possibility.  But,  because  I  have  worked  in 
the  field  in  which  most  of  you  are  now  engaged,  I  feel  that  I  have  a  better 
than  average  londerstanding  of  your  point  of  view.  For  example,  I  know  that 
most  of  you  are  interested  in  reducing  generalities  to  your  particxilar  needs 
in  order  that  you  may  better  understand  the  specific  problems  which  you  must 
handle  in  yoxjr  day-to-day  operations.  I  will,  therefore,  use  generalities 
only  to  describe  the  basic  problems  concerned  with  current  developments  in 
egg  marketing  and  will  then  try  to  bring  these  problems  down  to  your  present- 
day  operating  levels. 

My  first  generality  is  to  state  a  fact — one  that  most  of  you  aJjready  know.  It 
is  that  the  poultry  industiy  has,  for  a  great  number  of  years,  been  undergoing 
change.  Since  the  war,  however,  the  rate  of  change  has  been  greatly  increased 
and,  during  the  past  year  or  so,  it  has  shown  an  even  greater  acceleration. 
The  most  important  change,  from  an  industry  point  of  view,  has  been  the  increase 
in  size  of  flock,  accompanied  by  increased  efficiency  of  production  which  has 
substantially  reduced  unit  cost.  In  working  at  close  range  with  poultrymen, 
most  of  us  recognize  that  the  good  ones  usually  adapt  to  these  changes  and  are 
successful  under  most  every  circumstance  and  under  almost  all  kinds  of  economic 
conditions.  We  also  note  that  the  opposite  is  usually  true  of  the  poultrymen 
who  fail  to  change  or  to  properly  time  their  change  to  the  adoption  of  methods 
that  lower  costs  or  increase  output.  We  must  also  recognize  that  all  poultry- 
men  are  either  favorably  or  adversely  affected  by  the  basic  economic  factors 
that  tend  to  help  or  harm  the  indiistry  as  a  whole. 

The  poxiltrymen  who  are  likely  to  present  you  with  one  of  your  most  difficiilt 
problems  are  those  who  failed  to  change,  or  who  failed  to  make  the  proper  change 
and  find  themselves,  mainly  throvigh  no  fault  of  their  own,  in  the  position  of 
the  picnickers  in  the  b\ill  pasture  who  suddenly  discover  that  a  mad  bull  is 
charging  them.  They  can't  just  stand  there,  they  must  do  something.  The 
question  that  they  want  you  to  answer  is,  "Why  have  I  been  put  in  this  position 
and  what  is  my  way  out?" 
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First,  let  us  try  to  account  for  the  position  in  which  they  find  themselves. 

Basically;  it  is  due  to  the  fact  that  their  profit  return  per  unit  is  sub- 
stantially smaller  than  it  was  in  previous  years.  They  must,  therefore,  pro- 
duce more  units  to  get  a  return  equal  to  the  one  they  received  in  former  years. 
An  additional  problem  in  this  connection  that  tends  to  make  your  answer  more 
difficult  is  the  fact  that  it  looks  as  thoxigh  the  future  trend  will  continue 
in  the  direction  of  larger  flocks  and  even  lower  profit  margins  and  production 
costs  per  lonit  of  product. 

Those  of  you  who  are  approximately  my  age,  or  older,  can  well  remember  -irtien  a 
flock  of  250  hens  was  considered  a  large  one.  It  was  also  considered  large 
enough  to  provide  a  substantial  part  of  the  family's  income.  Today,  250  hens 
constitute  a  relatively  small  flock,  one  that  will  not  provide  as  much  return 
as  it  did  in  the  so-called  "good  ole '  days."  In  answer  to  those  who  make 
comparisons  only  on  the  dollar-for-dollar  basis,  it  must  be  understood  that  the 
purchasing  power  of  the  1915  dollar  was  aboxit  15  loaves  of  bread  compared  with 
5  or  less  today. 

TSius,  yoxxc   195^  poultryman  finds  that  he  must  increase  output  or  efficiency  just 
to  hold  his  own  or  else  suffer  the  very  great  possibility  of  decreasing  returns 
which  could,  in  time,  force  him  out  of  the  poultry  business.  If,  through  your 
help,  he  understands  that  his  problem  is  r^lly  one  that  is  shared  by  all 
poultrymen  and  that  it  is  not  basically  political  but  rather  the  result  of 
change  that  has,  at  one  time  or  another^  affected  almost  all  industrial  and 
sigricultural  indxistries,  he  is  in  a  position  to  consider  his  problem  in  a 
more  rational  manner.  He  will  then  realize  that  he  has  virtually  three  possi- 
bilities to  consider,  consisting  of:  (l)  Increase  the  size  of  his  operation; 
(2)  exist  on  a  reduced  income;  or,  (3)  discontinue  his  poultry  operations. 

Let  us  assume  that  he  decides  that,  becaiise  the  poxiltry  industry  is  moving 
toward  larger  \mits  and  less  profit  per  unit,  he  will  investigate  the  possibili- 
ty of  discontinuing  poultry  production  and  of  turning  to  another  source  of 
livelihood.  He  investigates  the  retail  grocery  business  and  finds  that  the  trend 
toward  lower  unit  cost  and  higher  volume  output  is  even  more  pronounced  than  in 
the  poultry  industry.  He  finds  that  the  same  applies  to  the  auto  industry,  the 
canning  industry,  and  almost  every  other  line  of  endeavor  that  he  investigates. 

He  then  gives  consideration  to  the  possibility  of  expanding  his  operation.  He 
quite  likely  knows,  or  he  will  very  quickly  learn, that  expansion  requires 
capital.  This  presents  him  with  his  first  major  problem.  If  he  has  additional 
capital  from  his  own  resoiorces,  his  expansion  will  be  comparatively  easy.  If 
he  can  secure  sufficient  credit  from  banks  or  other  sources  he  is  still  in 
position  where  he  must  assume  all  risk.  However,  it  also  places  him  in  line  to 
receive  the  benefits  from  all  returns  and  it  gives  him  the  freedom  of  buying 
his  supplies  and  selling  his  product  wherever  he  wishes. 

He  then  asks,  "If  I  expend  my  capital  or  credit  on  expansion,-  will  this  inte- 
gration that  is  sweeping  the  country  drive  me  out  of  business?"  I  woxild 
suggest  that  yo\ir  answer  to  that  question  be  one  that  would  explain  that,  from 
all  indications,  integration  is  certainly  going  to  make  market  egg  production 
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a  more  competitive  business^  but  there  is  no  conclusive  evidence  to  show  that 
it  will  create  conditions  that  will  be  beyond  the  competitive  range  of  the 
good  independent  producer.  In  fact,  there  is  nothing  in  the  economic  pattern 
of  integration  in  the  market  egg  field  that  indicates  special  benefits  that 
are  beyond  any  efficient  large  volxxme  producer. 

Let  us  now  assume  that  the  poultryman  with  whom  you  are  counselling  lacks  both 
capital  and  credit,  or  that  he  lacks  the  desire  to  expend  his  own  capital  or 
extend  his  own  credit  —  yet, he  wants  to  expand  his  operation.  What  advice 
should  you  give  him  from  both  an  industry  and  individiml  point  of  view? 

Yovjr  attitude  toward  integration  is  important  to  both  the  individual  with  whom 
you  are  counselling  and  to  the  industry  that  you  serve.  Because  of  the  import- 
ance of  this  attitude,  let  us  spend  some  time  considering  the  problem  from  your 
point  of  view.  One  attitude  is  to  resist  all  effort  toward  integration  and 
justify  your   stand  on  the  basis  of  its  leading  to  over-production;  ruinous 
competition  for  the  small  poviltryman;  and  its  domination  by  big  business.  The 
opposite  attitude  is  to  point  to  its  advantages  in  lowering  cost  of  production; 
its  opportvmities  for  many  poultrymen  to  remain  in  business;  the  incentive 
plans;  and  the  expansion  possibilities. 

It  must  be  recognized  that  condemnation  alone  cannot  stop  the  forward  progress 
of  integration  in  the  market  egg  field.  The  only  force ;  except  the  possibility 
of  national  legislation,  that  can  halt  its  forward  movement  is  the  profit  and 
loss  factor.  It  now  appears  that  the  market  egg  industry  will  have  to  experi- 
ence the  same  growing  pains  that  the  broiler  industry  has  siiffered.  Industry 
and  individual  interests  do  not  always  work  in  complete  harmony,  but  the  ever- 
present  law  of  supply  and  demand,  while  inflicting  some  economic  battle  scars 
on  the  individuals  and  firms  involved,  will  ultimately  handle  the  basic 
industry  interests . 


PROGRESS  IN  DEVELOPING  NEW  AND  IMPROVED  .EGG  GRADING 
PROCEDURES  THROUGH  QUALITY  CONTROL  AT  THE  PRODUCER  LEVEL 

Robert  A.  Dorsett 
AMS,  U.  S.  Department  of  Agricultiire 

During  the  early  part  of  1957  the  Poultry  Division  of  the  United  States  Depart- 
ment of  Agriculture  was  requested  to  study  the  possibility  of  an  egg  quality 
certification  based  on  a  break-out  test  and  the  measurement  of  the  thick  white. 

The  study  was  made  in  different  sections  of  the  United  States  by  three  members 
of  the  Poultry  Division.  It  revealed  that  such  a  certification  program  would 
be  feasible  if  there  is  control  of  facilities  and  management  at  the  producer 
level.  It  also  demonstrated  that  the  break-out  test  could  be  developed  to 
provide  a  more  objective  method  to  determine  the  quality  of  a  given  lot  of  eggs. 
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A  proposal  for  a  Controlled  Egg  Quality  Certification  program  was  written  and 
several  plants  ttiroughout  the  country  were  chosen  as  experimental  points. 
Tests  were  set  up  and  records  maintained  on  the  flocks  that  coiold  qualify  under 
the  proposed  requirements.  At  three  of  the  stations  these  eggs  were  distrib- 
uted under  a  newly-proposed  label;,  "Fresh  Fancy  Quality^  Produced  and  Marketed 
under  Federal-State  Quality  Controlled  Program. " 

During  the  last  year,  the  records  have  been  under  study  at  the  Washington 
office.  Statistical  studies  have  been  made  of  the  sampling  proced\ires.  Other 
work  has  been  done  at  the  plant  level  to  study  handling,  testing,  and  process- 
ing procedures. 

In  setting  up  a  program  of  this  type,  our  main  objectives  are  to  make  sure 
that  it  is  practical  and  economically  sound. 

After  considerable  study,  we  have  written  a  new  proposal  of  requirements  for 
this  program.  Now  I  woxild  like  to  review  the  proposal,  which  includes  all  the 
changes  and  modifications  of  the  program. 

Preface . 

All  terms  in  the  United  States  Standards  when  used  herein  have  the  same 
meaning  as  when  used  in  the  Standards. 

1.  Packing  station  or  plant  must  have  a  satisfactory  procurement 
and  distribution  program  including,  but  not  being  limited  to, 
the  following  reqviirements  at  the  farm  and  retail  store  level 
as  applicable: 

1.  Eggs  from  each  flock  shall  be  packed  separately  and 

the  shipping  cases  marked  so  as  to  facilitate  segregation 
at  the  packing  station.  A  flock  consists  of  birds  not 
varying  in  age  by  more  than  60  days.  In  operations  with 
a  constant  replacement  procedure,  such  as  cage  operations, 
birds  shall  be  grouped  together  in  accordance  with  the 
above  requirement. 

2.  Eggs  should  be  gathered  from  the  nest  at  least  twice,  and 
preferably  three  times,  a  day. 

3-  Eggs  which  require  cleaning  should  be  cleaned  by  approved 
methods  as  contained  in  Shell  Egg  Grading  Regulations. 
Eggs  may  be  treated  by  oil  dipping,  oil  spraying,  or  oil 
emulsion  spraying,  provided  that  methods  used  are  such  as 
will  not  cause  objectionable  cloudiness  in  the  whites. 
Oil  treating  and  cleaning  operations  m\ist  be  in  compliance 
with  the  sanitary  requirements  as  provided  under  the  shell 
egg  regulations. 
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h.  Eggs  shall  be  cooled  immediately  after  gathering  to  60  F.  or  below 
and  held  at  a  reasonably  constant  temperature  not  to  exceed  60°  F . , 
and  a  relative  humidity  of  approximately  70  percent. 

5.  Eggs  shall  be  transported  and  handled  \mder  such  conditions  as 
will  prevent  sweating  and  so  as  to  reach  the  packing  plant  or 
store  with  an  internal  temperature  of  6o°  F.  or  below. 

6.  The  temperature  at  which  the  eggs  are  held  and  displayed  at  the 
retail  store  shall  not  exceed  60°  F. 

7.  Periodic  checks  to  determine  the  adequacy  of  the  production  and  \ 
distribution  programs  shall  be  made  by  civil  service  employees  ^ 
linder  the  supervision  of  the  Grading  Branch,  Poiiltry  Division,  AMS. 

II.  Minimum  requirements  at  time  of  packaging. 

1.  Quality  of  eggs  shall  be  determined  by  the  broken-out  score, 
measxared  in  Haugh  units,  and  the  condition  of  the  yolk.  The 
break-out  test  shall  be  accomplished  at  the  assembly  plant  or 
at  the  farm  in  the  event  the  eggs  go  directly  from  the  farm  to 
the  store.  Eggs  that  do  not  meet  the  requirements  of  AA  q\iality 
with  respect  to  shell  textiire  or  shape  shall  not  be  selected  as 
part  of  any  sample  that  is  to  be  broken  out  and  scored  since 
such  eggs  will  be  removed  at  time  of  packaging. 

2.  The  internal  temperature  of  the  eggs  shall  not  exceed  6o°  F.  at 
the  beginning  of  the  packaging  operations. 

3.  A  flock  may  be  eligible  for  entry  under  the  program  when  (a)  one 
sample  of  25  eggs  drawn  at  random  averages  76  Eau^  units 
or  hi^er;  or  (b)  two  samples  of  25  eggs  each  drawn  at  random 
(one  sample  per  week  for  two  consecutive  weeks)  each  averages 
72  Haugh  units  or  higher.  No  sample  shall  contain  more  than 
one  egg  measiAring  less  than  55  Haugh  vmits  and  no  eggs  in  any 
sample  shall  contain  yolks  with  serious  defects. 

k.     A   flock  may  remain  on  the  program  provided  that  a  "moving" 
average  of  72  Haugh  units  or  higher  ie  maintained  with  no 
Individual  "weekly"  average  below  68  Haugh  units  and  provided 
further  that  not  more  than  one  of  any  two  consecutive  "weekly" 
averages  falls  below  70  Haiagh  units. 

(a)  The  "moving"  average  shall  be  computed  by  averaging  the 
scores  of  the  latest  four  weekly  tests  of  a  flock,  except  that 
during  the  second  and  third  weeks  after  admittance  to  the 
program,  the  average  shall  be  computed  by  averaging  the  latest 
entry  with  the  previous  weekly  entries. 

(b)  The  "weekly"  average  shall  be  computed  by  averaging  the 
results  obtained  when  testing  eggs  in  accordance  with  either 
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sub-section  1  or  sub-section  2  of  this  section.  Samples  shall  be  drawn  at 
random  once  a  week  per  flock  from  a  single  shipment.  In  either  case,  no 
eggs  in  any  sample  shall  contain  yolks  with  serio\is  defects. 

a.  A  sample  of  10  eggs  shall  be  tested  when  the  "moving" 
average  is  below  78  Haiogh  units  and  not  more  than  1 
egg  in  the  sample  measures  less  than  55  Hugh  \mits;  or 

b.  A  sample  of  5  eggs  shall  be  tested  when  the  "moving" 
average  is  78  Haugh  \anits  or  above  and  the  sample 
contains  no  eggs  which  measure  less  than  55  Haugh  units. 
If  1  egg  meas\ires  less  than  55  Haugh  \m±ts,   an  additional 
5  eggs  shall  be  tested.  If  this  second  5- egg  sample 
contains  no  eggs  below  55  Ba\igh  units ,  the  average  of 
the  10  eggs  shall  be  used  in  determining  the  "weekly" 
average . 

5.  Any  flock  which  has  been  on  the  program  and  is  excluded  for 
failure  to  meet  the  reqiiirements  may  be  reinstated  by  the  same 
procedures  used  to  originally  enter  a  flock  on  the  program. 

6.  Eggs  from  flocks  that  meet  these  requirements  may  be  packaged 
and  officially  labeled  after  those  with  blood  spots,  meat  spots, 
or  checks,  loss  eggs,  and  eggs  with  shells  failing  to  meet  the 
requirements  for  AA  quality  have  been  removed.  If  packaging  is 
in  cartons,  the  cartons  shall  be  marked  with  the  proper  iCigg  size 
and  packed  in  accordance  with  the  regulations. 

7.  Cartons  or  sealing  tapes  shall  bear,  in  distinctly  legible  form, 
a  date  preceded  by  the  statement,  "Not  to  be  sold  after"  or  a 
similar  statement  having  the  same  meaning.  The  date  shall  not 
exceed  10  days  including  the  day  of  packaging.  Upon  expiration 

of  the  10  days,  the  eggs  shall  be  removed  from  the  labeled  cartons. 

8.  Sampling,  break-out  testing,  and  maintenance  of  records  of  break- 
out test  shall  be  the  responsibility  of/or  \mder  the  immediate 
supervision  of  a  civil  service  grader.  All  graders  shall  make 
examinations  of  all  packaged  product  to  observe  compliance  with 
U.  S.  Grade  AA  standards  for  shell  conditions,  loss,  and  foreign 
material  such  as  blood  and  meat  spots.  The  size  of  the  samples 
shall  be  on  the  basis  of  the  requirements  of  the  regulations 

(7  C.F.R.  Part  56). 

9.  Reasonable  variations  from  the  provisions  of  these  requirements 
may  be  approved  by  the  Administrator,  provided  that  such  variations 
are  not  in  conflict  with  the  intent  and  purpose  of  the  requirements, 
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GETTING  ADOPTION  OF  RESEARCH  RESULTS 

T.  E.  Thomson 
Minnesota  Department  of  Agricxilture 

In  getting  into  this  discussion  we  must  admit  at  the  outset  that  learning  new, 
and  to  our  way  of  thinking,  better  ways  of  doing  things  by  research,  and 
getting  them  into  general  use  without  exasperating  delays  are  two  different 
problems.  Up  at  our  Veterinary  Clinic  at  the  University  Institute  of  Agricul- 
ture in  St.  Paul  some  advanced  results  in  heart  research  were  obtained  through 
extensive  research,  but  as  no  medical  doctors  were  involved  in  the  projects, 
and  none  were  connected  with  the  Veterinary  School  faculty,  the  results  were 
not  accepted  or  taken  seriously  by  the  medical  profession  until  the  same 
procedures  were  finally  perfected  at  the  University  of  Minnesota  Heart  Research 
Hospital  some  years  later. 

In  1955,  a  professor  of  dairy  husbandry  and  a  medical  doctor  encountered  similar 
resistance  to  a  research  project  that  seemed  to  promise  startling  and  favorable 
results.  Ovir   brilliant  Dr.  W.  E.  Peterson,  who  is  perhaps  the  leading  authority 
on  milk  cows  and  their  internal  mechanism  for  producing  milk,  collaborated  with 
Dr.  Berry  Campbell  of  the  Medical  School  of  the  University  of  Minnesota  in 
experiments  to  determine  whether  or  not  immunity  from  specific  diseases  can  be 
established  by  drinking  milk  from  cows  which  have  developed  resistance  to  the 
bacteria  causing  such  diseases  through  a  buildup  of  anti-bodies  following  in- 
jections with  bacterial  serums.  These  two  scientists  are  finding  that  the 
research  they  have  done  is  not  being  readily  accepted,  and  probably  will  not 
be  until  they  acc;jmulate  additional  proof  of  their  findings  and  the  public 
finally  is  ready  for  it. 

Similar  experiences  are  encountered  by  American  foreign  agric\iltural  experts 
who  introduce  modem  equipment  to  natives,  such  as  nomadic  tribesmen,  and  teach 
them  their  uses,  only  to  find  the  equipment  discarded  after  little  or  no  actiial 
field  use.  Just  as  the  research  scientists  continually  seek  better  methods  and 
tools  to  improve  agricxaltural  customs,  so  we  try  to  have  improved  marketing 
practices  assimilated  by  consumers  whose  standard  of  living  we  would  raise.      ' 

Frequently  we  feel  a  sense  of  frustration  at  the  failure  of  consumers  to  take 
advantage  promptly  of  changes  we  feel  should  be  made  in  their  buying  habits, 
not  taking  into  fxoll  consideration  that  it  may  be  more  difficult  for  the  general 
public  to  obtain  and  \anderstand  the  facts  which  have  led  to  our  acceptance  of 
the  new  ideas  in  question.  This  prompts  the  inquiry  -  are  we  furnishing  con- 
sxamers  with  enough  information  regarding  proposed  changes  so  they  are  jiistified 
in  adopting  the  advanced  ideas  reasonably  soon  after  being  informed?  In  spite 
of  our  natural  liking  to  continue  old  habits  and  our  reluctance  to  change  our 
ways  of  living,  we  do  see  many  examples  of  new  ideas  accepted  at  once  as  part  of 
the  nonml  living  pattern,  so  we  know  that  under  the  right  conditions  it  can 
be  done.  Let  us  strive  to  become  fajailiar  with  the  conditions  that  are  right 
for  each  partic\ilar  research  project  which  may  have  potential  results  that 
should  be  put  into  practice. 
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Some  ideas  appeal  to  the  imaginations  more  readily  than  others,  and  will  be 
accepted  on  a  wide  scale  in  a  comparatively  short  time.  The  practice  of  oiling 
eggs  with  the  spray  method  by  the  producers  themselves  is  achieving  pop\ilarity 
qviite  rapidly.  It  has  been  assisted  by  the  management  reqxiirements  of  some 
egg  procxiring  organizations,  and  the  availability  of  the  oil  in  aerosol  pressure 
cans  at  dealers  in  most  localities.  We  must  recognize  that  insufficient  infor- 
mation accompanying  the  sale  of  spray  oil  in  this  manner  has  led  to  abvises  such 
as  the  use  of  oil  as  a  substitute  for  neglected  fundeimental  quality  practices 
like  ^thering  eggs  often,  cooling  them  promptly,  etc.  However,  we  should  not 
overlook  the  eqiiipment  dealers  as  a  means  of  getting  adoption  of  new  worth- 
\rtiile  ideas  which  we  can  hope  will  be  presented  properly.  We  have  an  interee*- 
ing  recent  report  of  a  locality  in  Iowa  where  the  Ixmber  dealers,  hatcherymen, 
and  egg  producers  all  got  together  in  a  successfiil  effort  to  promote  better 
chicken  housing  along  the  lines  recommended  for  good  practice  \inder  modem 
conditions,  vrtiich  was  successful  in  raising  egg  production  and  poultry  stand- 
ards thro\:ighout  the  area. 

I  would  like  to  give  you  the  details  of  a  research  project  that  had  it5 
beginning  in  August  19^5^  when  four  members  of  the  Poiiltry  &  Extension  Divisions 
of  the  Minnesota  State  Institute  of  Agriculture  made  a  survey  of  22  processing 
and  marketing  plants  selected  across  the  State  to  get  a  cross  section  of 
developments  and  trends  in  the  poultry  and  egg  industry  during  the  war  period 
in  Minnesota.  At  that  time,  19^5^  nearly  2|  times  as  many  eggs  were  being 
produced  in  Minnesota  as  the  average  production  during  the  pre-war  years  of 
1935-1939;  and  the  b\iying  methods  about  the  State  showed  very  little  \aniformity. 
We  did  not  have  an  adeq\aate  or  effective  State  egg  regulation  at  that  time, 
although  the  19^5  Legislature  had  revised  the  egg  law. 

The  operators  of  these  firms  were  asked  such  questions  as,  do  you  buy  eggs  on 
grade;  and  if  the  answer  was  yes,  they  were  asked,  on  what  grades?  Usually 
Federal  grades  were  quoted,  in  which  case  they  were  asked  if  AA's  were  pur- 
chased and  the  answer  invariably  was  that  AA's  were  included  with  A's. 
Similarly,  Extra  Large  eggs  were  consolidated  with  Large  eggs.  Great  variation 
was  found  in  both  grades  and  sizes,  such  as  using  mini  mums  of  22  as  well  as 
23  oxmces  for  Large.  The  survey  showed  that  the  22  egg  purchasers  were  using 
22  different  grading  systems. 

One  important  fact  became  very  obvious  when  the  survey  results  were  weighed, 
and  that  was  that  no  dealer  actually  boioght  on  more  than  three  grades.  This 
knowledge  made  such  an  inqpact  on  the  survey  team  that  they  decided  to  attempt 
to  do  something  to  reduce  the  nxmber  of  purchase  grades  from  36  to  a  more 
realistic  nxamber  that  would  be  practical  and  be  accepted  uniformly  by  all 
dealers  in  the  State. 

The  next  step  in  this  research  program  was  a  s\irvey  of  retail  food  store  egg 
sales  in  a  metropolitan  area,  and  was  conducted  by  the  Extension  Division  of 
the  Minnesota  Institute  of  Agriculture  with  the  assistance  of  the  State-Federal 
Egg  Grading  Service,  in  Axigust  19^7. 
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The  survey  was  made  in  Minneapolis  on  2  consecutive  days  during  which  11 
purchasers  bought  eggs  from  210  retail  stores  representing  15  percent  of  the 
retail  food  outlets  in  that  city.  One  dozen  of  each  kind  of  eggs  sold  was 
purchased  at  each  store ^  and  all  of  the  total  of  287  dozen  eggs  were  examined 
and  graded  by  State-Federal  Inspectors.  In  addition  to  the  actual  purchases, 
a  three-page  questionnaire  was  filled  out  at  each  store  to  fxirnish  the  back- 
ground material  to  be  used  in  carrying  out  the  purpose  of  the  survey.  Included  j 
were  questions  on  the  sovirce  and  type  of  egg  supply,  frequency  of  delivery, 
kind  of  containers  used  in  pxorchases  and  sales,  grades,  prices,  inventories, 
losses,  storage  and  sales  equipment,  customer  preferences  and  reflected  price 
ranges,  what  consiomers  asked  for  when  buying  eggs,  consumer  preference  as  to 
grade,  size,  condition,  color  of  yolk  and  other  interior  q\:ialities,  type  and 
size  of  store,  consumer  complaints  and  prevailing  character  of  occupation  and 
most  common  nationality  of  store  patrons. 

In  order  to  obtain  as  clear  a  picture  as  possible,  this  s\irvey  included  all 
sizes  of  stores,  so  differences  could  be  noted  between  high  and  low  income 
groups.  It  was  determined  that  no  stores  were  selling  eggs  according  to  Federal 
grades,  none  was  using  more  than  three  grades  and, in  most  instances,  the  size 
and  qioality  were  combined  in  one  or,  at  the  most,  in  two  grades. 

It  is  not  a  .difficult  matter  to  generate  an  argument  around  the  differences 
between  consumer  AA.  and  A  grades  as  the  consumer  actually  receives  eggs  so 
labeled,  and  because  of  the  human  element  involved  in  grading,  we  all  know 
that  it  is  possible  for  separate  gradars  to  come  up  with  differences  in  their 
classification  of  top  grade  eggs,  when  proved  by  breaking  out  the  eggs  follow- 
ing candling  and  grading.  Whei^  in  August  19^8,  the  Minnesota  Department  of 
Agriculture  promtilgated  new  regulations  \mder  the  State  egg  law  that  had  been 
revised  by  the  legislature  in  19^7^  the  first  change  in  both  the  pxirchase  and 
consumer  grades  was  to  consolidate  Grades  AA  and  A  into  Grade  A.  Other  changes, 
which  will  be  better  illustrated  shortly  by  slides,  reduced  the  number  of 
grades  from  36  in  the  Federal  Grades  to  5  Minnesota  Grades,  Grade  A  Large, 
Medium,  Small,  Grade  B,  and  Grade  C,  for  both  Purchase  and  Consumer  Grades. 

One  year  later,  however,  at  a  subsequent  regulation  hearing,  some  industry 
members  succeeded  in  having  the  Purchase  Grades  changed  to  Grade  A  Large, 
Medi\m  and  Small,  and  No.  2  as  the  grade  for  all  other  edible  eggs  and  includ- 
ing Grade  A  small  if  desired.  These  grades  were  in  effect  until  195^^  ^lThen 
the  Grade  2  was  dropped  and  Grades  B  and  C  restored  to  Purchase  Grades,  and  an 
optional  Grade  A  Jumbo  provided  for  in  Grade  A  Large  consiomer  grades.  But  the 
consolidation  of  grades  to  the  smaller  nimber  in  19^8  marked  the  beginning  of 
a  uniform  grading  system  in  Minnesota  which  has  been  of  benefit  to  both  the 
dealers  and  the  cons\jmers  and  is  a  substantial  example  of  successfully  getting 
adoption  of  research  results. 

In  view  of  the  satisfactory  utilization  of  this  grading  system  in  the  light 
of  ten  years'  experience, we  can  enthusiastically  endorse  it  and  urge  a  wider 
adoption  of  it.  We  firmly  believe  the  consolidated  grades  are  adequate  for 
all  ordinary  transactions,  and  recommend  that  egg  industry  and  enforcement 
personnel  in  other  States  investigate  the  advantages  to  be  gained  by  use  of 
this  grading  method. 
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During  this  period,  some,  but  not  enough,  improvement  developed  in  the  quality 
of  eggs  produced  throxighout  the  State.  It  was  noted  that  the  prices  received 
"by  producers  in  some  areas  varied  considerably  below  those  paid  in  other  parts 
of  the  State.  In  order  to  determine  whether  quality,  obsolete  methods  of 
marketing,  or  lack  of  competition  could  be  responsible  for  the  low  prices 
received  in  some  counties,  in  October  195^  a  survey  was  conducted  jointly  by 
the  Minnesota  Institute  of  Agriculture,  Department  of  Agriculture,  Dairy  and 
Food,  and  the  State-Federal  Egg  Grading  Service  in  a  co\inty  that  we  considered 
typical  of  the  surplus  egg  production  areas  in  central  Minnesota.  Producer 
samples  of  three  dozen  eggs  each  were  obtained  from  each  local  buyer,  and  were 
candled  and  graded  immediately  by  the  State-Federal  graders. 

Only  aboxit  three  out  of  five  eggs  were  of  Grade  A  q\;iality  when  sold  by  producers, 
and  eggs  that  arrive  at  local  markets  as  Grade  B  or  C  are  not  in  condition  to 
make  the  long  trip  to  distant  terminal  markets  outside  the  State  (where  70 
percent  of  Minnesota  eggs  are  sold)  and  still  have  saleable  quality  and  consiomer 
appeal  on  arrival.  Nearly  eight  percent  of  all  eggs  examined  were  dirties, 
and  more  than  five  percent  were  checks  and  leakers. 

At  that  time,  the  Minnesota  law  permitted  the  piorchase  of  producer  eggs  either 
on  a  graded  or  ungraded  basis,  and  the  higher  quality  eggs  predominantly  were 
those  sold  on  grade  rather  than  as  current  receipts.  Among  the  dealers  there 
was  a  wide  variation  in  grading  practices  involving  considerable  up-grading 
and  so-called  pencil  grading,  unsatisfactory  handling  of  the  eggs,  use  of 
inexperienced  candlers,  insufficient  refrigerated  storage,  and  a  generally 
slow  movement  of  eggs  to  the  egg  plant  destination,  beginning  at  the  farm  level 
and  continuing  through  the  gathering  station  to  the  processing  plant.  Stores 
selling  eggs  at  retail  in  this  county  were  supplying  only  about  25  percent  of 
local  needs,  and  less  than  half  of  the  eggs  they  sold  actually  graded  A. 

The  information  gained  in  the  survey  was  largely  instrumental  in  further 
changes  being  made  in  the  State  Egg  Law  by  the  1957  Legislature  and,  subse- 
quently, in  the  Regulations  by  which  the  details  of  the  law  are  enforced. 
Purchase  Grades  remained  as  before,  but  with  a  stipulation  that  dirties  and 
checks  shall  be  identified  as  such  and,  therefore,  paid  as  such.  For  simpli- 
fication of  records,  the  bench  record,  which  is  in  ink  and  part  of  the  permanent 
office  record,  may  have  dirties  and  checks  and  Grade  C  eggs  grouped  in  one 
column.  The  following  slides  will  show  you  the  basis  of  consolidation  of  the 
36  federal  grades  into  the  present  Minnesota  grades,   (showing  of  9  slides.) 

Several  impoirtant  changes  were  incorporated  into  the  present  State  Egg  Law  as 
a  result  of  the  research  projects  I  have  described.  In  order  to  promote  uniform 
grading,  an  ann\jal  dealer's  inspection  fee  is  levied,  the  size  of  which  is 
determined  by  the  nixmber  of  cases  per  month  handled  by  each  licensed  dealer, 
ranging  from  $25  to  $200  per  year.  This  program  finances  the  salaries  and 
travel  expenses  of  six  egg  inspectors,  who  are  selected  by  State  Civil  Service 
with  such  prerequisites  as  actual  indxistry  experience  and  qualification  for 
the  State-Federal  Grader's  license.  All  eggs  must  now  be  purchased  on  the 
graded  basis,  and  all  eggs  must  be  maintained  at  60  F.  or  below  continuously 
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af1;er  being  received  from  the  producer  by  the  first  licensed  buyer.  This 
temperatvire  reqixirement  is  repeated  in  the  law  with  reference  to  retail 
stores . 

Getting  back  to  the  present  regulations,  included  are  requirements  for  dating 
or  coding  all  consumer  packs  of  eggs  which  shall  guarantee  the  grade  indicated 
for  a  period  not  to  exceed  seven  days  when  properly  handled  and  refrigerated. 
An  important  regulation,  and  one  which  we  feel  will  do  much  for  the  egg 
indxistry  in  Minnesota,  provides  for  a  quality  egg  production  program  under  the 
supervision  of  the  Poultry  Industries  Division  of  the  State  Department  of 
Agricxilture ,  and  as  of  this  date  permits  have  been  authorized  for  the  first 
two  producer  groups  to  qixalify  imder  its  provisions.  It  establishes  minimum 
standards,  such  as  confined  flocks,  a  balanced  feed  program,  gathering  eggs  at 
least  three  times  per  day  with  the  vise  of  wire  baskets  or  other  approved 
containers,  minimum  holding  temperatures  of  60°  F.  and  70  percent  minim\jm 
humidity,  pre-cooling  cases  before  packing,  and  delivery  to  the  dealer  twice 
per  week  or  oftener. 

Sampling  by  the  Haxigh  unit  method  is  used  to  determine  the  grade  of  eggs 
produced,  which  in  effect  determines  compliance  with  requirements.  Regular 
inspections  are  conducted  by  State  inspectors  or  authorized  industry  officials 
in  the  same  manner  that  the  Grade  A  Milk  Program  is  administered.  Issijance 
of  the  permit  carries  with  it  the  authorization  to  use  the  Minnesota  Certified 
Egg  Quality  Control  Program  insignia  on  egg  containers  and  retail  packages. 

We  are  confident  that  this  premium  egg  program  is  going  to  grow  rapidly  in 
popularity  by  bringing  to  the  producers  a  better  price  for  their  eggs  and 
ins\iring  better  quality  for  consumers  who  will  be  able  to  obtain  .top  quality 
eggs  without  driving  directly  to  the  producer  for  them. 

With  the  modem  trend  toward  streamlining  and  consolidation,  no  doubt  we  will 
see  many  changes  in  the  next  decade,  such  as  a  reduction  to  only  about  a  half 
dozen  large  egg  breeders,  who  will  sell  through  franchised  dealers,  and 
complete  automation  in  sorting  out  cracks,  checks,  misshaped  shells,  and 
eliminating  bloods,  as  well  as  grading  for  size.  When  quality  control  programs 
become  universal,  individxjal  egg  candling  will  undoubtedly  be  classed  as  an 
expensive  unnecessary  procedure,  the  producer  will  be  graded  rather  than  his 
eggs,  other  than  the  sampling  of  perhaps  five  eggs  for  each  20  cases,  and  our 
State  laws  will  have  to  be  revised  to  keep  up  with  these  changes.  The  big 
feed  companies  like  Cargill  are  already  pointing  the  way  toward  mechanization 
of  this  character  by  their  use  of  electronic  computers  whereby  they  calculate 
in  minutes  the  formulae  that  previously  required  weeks  to  determine. 

Back  of  all  of  these  projected  changes  much  research  will  still  be  required, 
and  the  desired  results  can  be  obtained  by  cooperative  efforts  between  all 
agencies  which  may  have  contact  or  supervision  in  any  way  with  those  toward 
whom  the  research  is  directed  or  those  who  will  benefit  by  it. 
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CONCLUSIONS  AND  RECOMMENDATIONS 

On  current  research  in  egg  marketing 

I  Changes  in  the  marketing  system  for  shell  eggs  have  brought  ahout  a  need  for 
improved  facilities  to  enable  the  marketing  of  eggs  in  larger  q;jantities  at 
reduced  costs.  Current  research  in  mechanical  egg  grading  and  handling 
equipment  includes  such  developments  as  improved  egg  cleaning  machines,  elec- 
tronic grading  devices,  and  fully  automatic  sizing  and  packaging  equipment. 

Present  trends  toward  more  complete  mechanization  in  egg  marketing  is  present- 
ing problems  in  the  industry  in  incorporating  new  and  improved  equipment  into 
existing  facilities  in  such  a  way  as  to  obtain  maximum  efficiency.  Greater 
investment  requirements  for  mechanization  are  causing  further  problems  and 
alterations  in  the  present  marketing  system.  Small  producers  and  packers, 
\inable  to  meet  the  tremendous  investment  costs,  are  facing  three  alternatives: 
(l)  Get  out  of  the  egg  business;   (2)  remain  as  they  are  and  accept  a  lower 
income;  or  (3)  increase  the  size  of  their  operations. 

Some  will  go  out  of  business.  These  include  the  inefficient  and  persons  unable 
to  expand.  Many  small  operators  will  expand  their  size  of  business  by  using 
personal  capital,  obtaining  credit,  or  by  integration. 

Progressive  methods  toward  reducing  grading  and  packing  plant  operating  costs 
will  make  revolutionary  changes  in  grading  and  grade  certification.  Research 
to  develop  new  and  improved  Federal  and  State  grade  certification  programs, 
better  adapted  to  modem  marketing  practices,  is  underway. 

Recommendations  for  consideration; 

1.  Develop  a  seirvice  program  or  strengthen  present  ones  whereby  assistance 
may  be  given  to  processors  and  packers .  in  improving  the  efficiency 
of  their  egg  grading  and  packing  operations. 


2.  Initiate  a  service  program  giving  technical  information  pertaining  to 
the  physical  aspects  of  handling  eggs  in  marketing  channels. 

3.  Work  with  plant  management  to  train  personnel  properly  for  the  job 
they  are  to  perform. 

k.     Initiate  a  program  to  assist  at  the  producer  level  with  designing 
quality  control  programs  that  will  contribute  to  the  efficient  use 
of  improved  mechanized  equipment  at  the  grading  and  packing  plant 
whereby  the  costs  of  grading,  packing,  and  handling  of  eggs  may  be  held 
at  a  minimum. 

5.  Give  assistance  when  possible  to  research  problems  dealing  with  new 
and  improved  methods  in  grading  and  handling  of  eggs. 


PROBLEMS  Am)   POLICIES  IN  ADMINISTEEIING 
THE  POULTRY  INSPECTION  ACT 

R.  D.  Wenger 
AMS,  U.  S.  Department  of  Agric\ilt\ire 

I  am  very  glad  of  the  opportunity  of  representing  the  Po\iltry  Division  at  this 
Workshop.  I  would  like  to  express  Mr.  Hermon  Miller's  regrets  at  not  being 
able  to  be  with  you  this  morning,  however ,  I  will  do  my  best  to  substitute 
for  him. 

As  you  all  know,  the  85th  Congress  passed  the  Poultry  Products  Inspection  Act, 
which  was  signed  by  the  President  on  August  29,  1957*  'Kie  Act  requires  that 
all  poToltry  shipped  in  interstate  or  foreign  commerce  after  January  1,  1959^ 
must  be  inspected  under  this  Act.  The  Act,  however,  became  effective 
immediately  for  the  purpose  of  permitting  the  development  of  the  necessary 
organization  of  staff  and  development  of  Regulations  by  the  Secretary  of 
Agriculture . 

The  Act  made  it  plain  that  some  type  of  ante-mortem  inspection  shovild  be  made; 
however,  the  extent  of  such  ante-mortem  inspection  was  left  to  the  discretion 
of  the  Secretary  of  Agriciilture .  The  Act  makes  it  mandatory  to  perform  post- 
mortem inspection  of  each  carcass  at  the  time  of  processing.  It  does  not  give 
the  Secretary  any  authority  to  change  this  concept  of  bird-by-bird  inspection 
on  postmortem  inspection. 

The  law  provides  that  all  poultry  processed  for  interstate  or  foreign  commerce 
after  January  1,  1959^  must  be  processed  in  establishments  in  which  sanitary 
standards  of  operations  and  facilities  are  being  met. 

It  also  specifies  certain  labeling  requirements  which  must  be  met  for  all 
poultry  products  shipped  in  interstate  commerce.  Labels  must  be  approved 
by  the  Inspection  Branch  prior  to  printing  and  use. 

Another  of  the  provisions  of  the  law  is  the  control  of  New  York  dressed 
poultry.  We  interpret  the  law  to  mean  that  New  York  dressed  poultry  should 
be  eliminated  from  the  channels  of  commerce  as  rapidly  as  possible  except  that 
it  may  be  moved  in  commerce  from  one  official  establishment  to  another  official 
establishment  for  further  processing  and  inspection. 

The  Act  provides  for  the  designating  of  major  consuming  areas,  under  certain 
conditions.  There  has  been  considerable  concern  on  the  part  of  many  people, 
and  considerable  misunderstanding  regarding  them.  The  request  for  the 
designation  of  an  area  must  come  from  the  area,  either  by  the  local  or  State 
governmental  agency  or  by  a  representative  group  of  the  local  poxiltry  industry. 
When  the  Secretary  has  received  such  a  request,  he  will  make  an  investigation 
and  probably  hold  public  hearing  to  determine  whether  or  not  the  area  shoiold 
be  designated.  The  only  reason  for  designating  such  an  area  is  the  fact  that 
the  amount  of  noninspected  poultry  in  the  area  is  of  such  volume  as  to  inter- 
fere with  the  effective  administration  of  the  Inspection  Act.  Shoiild  the 
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Secretary  decide  that  the  area  shoiild  he  designated,  we  helieve  he  would  very 
likely  go  to  Congress  to  determine  if  they  woxild  he  willing  to  appropriate 
the  necessary  funds.  After  naking  a  final  determination  that  the  area  should 
he  designated,  he  must  publish  the  designation  in  the  Federal  Register  and  then 
there  is  a  six-month  period  before  the  designation  could  become  effective. 

We  do  not  see  how  such  an  area  could  be  designated  in  less  than  about  one  year, 
and  it  will  more  likely  be  at  least  two  years.  Nor  do  we  see  much  possibility 
that  very   many  areas  will  be  designated. 

The  Act  provided  four  types  of  exemptions  from  certain  parts  of  the  Act: 

1.  The  farmer  producer,  who  raises  his  own  poultry,  dresses,  and 
eviscerates  it  and  sells  only  directly  to  the  consumer,  restaurants, 
hotels,  and  boarding  houses  for  use  in  their  own  dining  rooms  and 
does  not  buy  and  sell  poultry  other  than  that  raised  on  his  own 
farm.  He  must,  however,  process  this  poultry  vmder  sanitary 
conditions; 

2.  The  retail  dealer  who  purchases  inspected  poioltry,  but  who  cuts 
the  poultry  up  into  parts  and  then  sells  it  within  the  same  store; 

3.  The  third  exemption  is  one  in  which  the  Secretary  has  the  authority 
to  make  an  exemption  of  a  plant  if  he  finds  it  impractical  to 
provide  inspection  personnel  and  determines  that  the  exemption 
will  aid  in  effectuating  the  Act.  This  type  of  exemption, 
however,  cannot  be  extended  beyond  July  1,  I96O; 

h.     The  fourth  exemption  is  the  religious  dietary  exemption.  The  only 
factor  we  have  fo\md  here  that  will  be  exempted  is  the  Kosher 
dressed  po\iltry  product.  Upon  application  and  justification  from 
the  Kosher  processor  with  confirmation  of  the  religious  requirement 
from  the  proper  clerical  official,  such  exemptions  will  be  granted. 

Since  September  a  year  ago,  the  Department  has  promulgated  final  regulations 
on  plant  approvals,  sanitary  requirements,  etc.,  which  permitted  us  to  start 
bringing  plants  under  the  mandatory  program  as  of  May  1,  195^. 

Proposed  Regulations  covering  imports,  handling  inventoried  product,  and 
exemptions  are  now  in  process  of  being  developed.  The  Regulations  have  been 
disciissed  and  explained  at  public  meetings  throughout  the  United  States. 

We  have  developed  through  Civil  Service  examination  and  recruiting  procediores 
a  Civil  Service  register  from  which  to  procure  eligible  ei^ployees. 

We  have  been  recr\iiting  and  training  an  expanded  staff  to  supplement  the  field 
force  available  from  the  voluntary  program.  This  training  has  consisted  of 
schooling  in  classrooms  and  actual  on-the-job  training  on  inspection  lines. 
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We  have  on  record  about  1,000  known  plants.  This  is  prohably  from  150  to  200 
more  than  will  need  seirvice^  "but  we  must  prepare  for  the  total  load.  We  are 
continually  studying  this  list  to  determine  needs. 

We  have  communicated  with  all  plants  by  letter  in  August  to  inform  them  of  the 
urgency  in  taking  action: 

1.  To  see  that  packaging  and  labeling  materials  are  prepared  and 
approved j 

2.  To  have  a  final  swcvej  by  October,  if  possible,  to  get  plant 
approval; 

3.  To  provide  satisfactory  water  report; 

h.   To  have  chemicals  used  in  plant  approved. 

We  now  have  about  322  plants  under  the  mandatory  service,  about  65  are  still 
operating  under  the  voluntary  program,  and  about  200  are  ready  for  final  survey 
of  physical  facilities.  Several  firms  have  clone  regretfully  little  to  get 
ready  and  a  few  have  apparently  done  nothing. 

The  time  is  getting  short,  we  expect  to  have  inspectors  available  and  we  have 
no  legal  basis  for  extending  the  time  bejond  Janviary  1,  1959- 

I  hope  this  has  answered  questions  which  may  have  been  in  your  mind.  However, 
I  will  be  glad  to  try  to  answer  any  further  questions  which  you  have. 

IMPROVING  EFFICIENCY  WHEN  REMODELING  TO 
MEET  POULTRY  INSPECTION  REQUIREMENTS 

Kenneth  H.  Brasfield 
AMS,  U.  S.  Department  of  Agriculture 

I  have  been  asked  to  talk  on  the  subject  of  "Remodeling  Facilities  to  Meet 
Po\altry  Inspection  Reqxiirements . "  This  is  a  very  broad  topic  and  one  that 
coxild  keep  me  talking  much  longer  than  you  wo;ild  appreciate.  Therefore,  with 
your  permission,  I  woiild  like  to  narrow  this  subject  to  "Improving  Efficiency 
When  Remodeling  to  Meet  Poultry  Inspection  Requirements."  There  are  publica- 
tions by  the  United  States  Department  of  Agric\ilture  that  explain  in  some 
detail  the  application  of  the  Poultry  Products  Inspection  Act.  These  are: 
"Questions  and  Answers  on  the  Poultry  Products  Inspection  Act,"  AMS-208;  "Infor- 
mation for  Applicants  for  Poultry  Inspection,"  AMS-219;  ano-  "Remodeling  Small 
Poultry  Plants  to  Meet  Inspection  Requirements,"  AMS-256.  If  you  do  not  have 
copies  of  these  reports  and  would  like  to  have  copies,  I  wi3JL  be  glad  to  get 
them  for  you. 

The  reason  for  revising  the  subject  is  to  point  out  that  consideration  shoiold 
be  given  to  the  improvement  of  plant  and  equipment  layout  when  remodeling  to 
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■'meet  inspection  requirements.  A  brief  review  of  the  rapid  development  of  the 
poultry  processing  industry  will  explain  the  need  for  this  consideration. 

I  Not  long  ago^  when  many  of  our  present  processing  plants  were  new,  poultry  was 
■I  not  marketed  as  it  is  today.  Poultry  moving  through  the  succession  of  facili- 
ties from  farm  to  consumer  was  mostly  live  or  in  New  York  dressed  form. 
Processing  plant  layouts  were  based  on  processing  methods  then  used  and  plants 
were  built  according  to  the  facility  needs  of  that  period. 

As  the  industry  grew,  processing  grew.  New  plants  were  designed  very  much  like 
others  that  were  in  operation.  And  still  newer  plants  were  patterned  after 
these.  This  manner  of  plant  designing  continued  and  new  plants  became  outdated 
almost  before  they  were  completed.  Obsolescence  of  design  was  due  mainly  to 
the  rapid  swing  toward  drawn  poultry  and  to  tremendous  increases  in  volume. 

Perhaps  the  greatest  mistake  made  in  planning  marketing  facilities  is  that  of 
planning  them  to  meet  past  rather  than  futixre  conditions.  Facilities  that  are 
adeqioate  at  one  time  can  become  inadequate  at  another.  Growth  of  production 
areas,  changes  in  production  methods,  the  form  in  which  products  are  marketed*, 
methods  of  transportation,  population  increases,  labor  costs,  processing  and 
handling  equipment,  and  consumer  habits  are  some  of  the  factors  that  affect  the 
adeqxoacy  of  narketing  facilities.  These  factors  are  constantly  changing. 

Many  of  ovr  plants  served  well  for  live  poultry  and  fresh  New  York  dressed 
poultry,  but  they  are  not  adeq\aate  for  today's  eviscerated,  cut-up,  and  frozen 
products.  In  plants  that  were  originally  designed  to  assemble,  dress,  and  pack 
poultry,  some  processors  today  are  assembling,  dressing,  eviscerating,  cutting- 
up,  individijally  prepackaging,  and  freezing  twice  the  volume  in  virtijally  these 
same  buildings. 

In  many  areas  of  the  country  present  facilities  for  marketing  poultry  and 
poultry  products  serve  inefficiently  as  outlets  for  these  farm  products.  Some 
plants  use  too  much  hand  labor  because  of  the  lack  of  handling  eqiiipment  and 
methods  that  will  do  the  job  at  lowest  cost  and  still  maintain  quality.  Others 
have  tried  to  improve  their  operations  by  purchasing  new  equipment  but  have 
bought  the  wrong  kind  or  are  not  getting  the  most  out  of  it.  Still  others  are 
trying  to  perform  a  modem  operation  in  an  antiqxaated  building.  In  these  times 
of  high  wage  rates,  labor  productivity  is  being  increased  at  many  places  in  the 
marketing  system.  For  example,  many  apple  packinghouses  have  reduced  their 
labor  requirements  by  more  than  50  percent  through  the  introduction  of  better 
equipment  and  methods.  Similar  improvements  are  being  made  in  some  of  ouir 
modem,  po\iltry  processing  plants. 

Only  a  few  years  ago,  the  processor's  profit  was  made  primarily  in  the  buying 
of  live  poultry  and  the  selling  of  finished  product. 

As  the  industry  grew,  processors  began  to  realize  the  need  and  definite 
advantage  of  efficiency  in  processing.  Today  more  attention  is  directed  toward 
processing.  Packers  have  found  that  saving  even  a  fraction  of  a  cent  per  poimd 
regularly  is  more  profitable  than  an  occasional  good  deal  in  buying  and  selling. 

21^5 


Using  improved  processing  methods  is  one  sure  way  to  help  reduce  processing 
costs.  The  proper  balance  of  labor,  equipment,  and  voliome  is  very  important. 
Astonishing  costs  can  result  from  an  unbalanced  processing  operation.  This  can  j 
be  illustrated  by  a  broiler  plant  having  an  operating  cost  of  1/2  of  a  cent 
per  bird  more  than  it  should  be.  This  is  roxighly  0.2  of  a  cent  per  pound.  To 
you  and  me,  b\aying  oirr  chickens  one  or  two  at  a  time  at  the  retail  store,  this 
amount  may  not  seem  significant.  But  to  the  processor,  running  only  1,000 
birds  an  hour,  this  extra  operating  cost  amoimts  to  $10,^1-00  per  year. 

Processors  have  tried  various  ways  to  overcome  high  labor  costs  resulting  from 
inefficient  operations.  For  instance,  a  high  temperature  scald  seemed  to  be 
an  answer  for  reducing  the  cost  of  the  dressing  operation.  A  high  temperature 
scald  permitted  the  picking  equipment  to  do  a  faster,  cleaner  job,  thus  reduc- 
*ing  the  amount  of  labor  needed.  But  it  was  found,  over  a  period  of  time,  that 
this  practice  was  detrimental  to  the  product — especially  to  ice-packed  poultry. 
The  protection  afforded  the  bird  by  the  epidermal  layer  of  skin  was  lost  because 
this  layer  was  removed  as  a  result  of  the  hard  scald.  Processors  fo\md  that 
savings  made  were  usually  lost  in  product  yield,  shelf  life,  or  quality  and 
that  low  processing  costs  gained  at  the  e^qpense  of  product  quality  are  of  little 
value.  The  real  answer  lies  in  efficiency  in  processing,  because  the  processor 
who  puts  out  a  good  product,  fairly  priced,  has  the  big  competitive  advantage. 

Some  poultry  processors  who  are  operating  today  with  outdated  facilities  have 
a  big  problem  in  trying  to  compete  with  modern,  efficient  plants.  As  competi- 
tion in  the  industry  becomes  greater  and  greater,  many  packers  are  altering 
their  present  facilities  to  permit  operations  that  will  reduce  costs.  Other 
processors,  however,  are  reluctant  to  interrupt  rigid  sched\iles  in  order  to 
make  layout  improvements,  and  still  others  are  pretty  much  like  me  and  the  back 
porch  to  my  home.  It  seems  that  every  time  I  drag  out  the  paint  bucket,  sounds 
of  "The  Football  Game  of  the  V7eek"  or  "Gunsmoke"  delay  the  job  until  tomorrow. 

Compulsory  inspection  can  be  a  help  to  some  processors  in  need  of  more  efficient 
plants.  It  can  give  them  an  opportunity  for  improvement  that  probably  \f±ll   not 
come  again. 

The  Agricultural  Marketing  Service  made  a  study  of  poultry-processing  plants 
in  several  areas  of  the  country  to  determine  what  they  required  in  order  to 
comply  with  the  regulations  imder  the  Poultry  Products  Inspection  Act.  It  was 
found  in  this  study  that  many  plants  affected  by  this  legislation  will  have  to 
make  changes  in  their  buildings  or  equipment  in  order  to  comply  with  the  law. 

Based  on  this  study,  it  appears  that  more  changes  will  be  necessary  for  build- 
ings than  for  equipment.  These  changes  range  from  installing  new  floors  to 
putting  screens  on  windows.  In  cases  where  new  floors  are  necessary  it  can  be 
a  simple  matter  to  reinstall  the  equipment  in  a  more  efficient  arrangement. 
Efficiency  can  be  increased  greatly  in  many  instances  by  relocating  one  or  two 
pieces  of  equipment.  Making  processing  room  walls  impervious  to  moisture  is 
one  of  the  most  reciirring  building  needs.   To  resiurface  walls  properly  in  some* 
plants  will  require  moving  equipment.  Since  equipment  has  to  be  moved,  vrtiy  not 
replace  it  in  the  proper  location?  It  would  not  be  wise  to  invest  time  and 
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money  to  resurface  "walls  and  six  months  later  destroy  this  surface  in  order  to 
relocate  a  scalder,  rougher,  or  eviscerating  line.  Wall  plumbing  and  wiring 
shoiild  be  done  before  the  new  Surface  is  put  on. 

Another  consideration  requiring  attention  is  that  sooner  or  later  some  plants 
will  be  compelled  to  increase  their  efficiency  if  they  are  to  continue  in 
business.  Modem  processing  plants,  well  suited  to  their  needs,  are  taking 
the  business  away  from  the  antiquated  plant.  This  problem  will  be  solved 
through  the  construction  of  efficient  facilities  and  plants  that  resist  change 
will  continue  to  lose  business. 

The  marketing  structvire  is  changing.  Throughout  the  distribution  system  the 
size  of  plants  is  increasing  in  order  to  get  economies  of  scale.  Processing 
plants  are  larger.  Wholesalers  are  becoming  fewer  in  number,  larger  in  size, 
and  they  are  handling  a  more  complete  line.  The  vol\ame  of  business  being  done 
by  some  supermarkets  is  so  large  that  fresh,  ice-pack  poultry  is  moving  directly 
from  producing  areas  to  such  stores  almost  3^000  miles  away,  thus  bypassing 
everything  between  the  processing  plant  and  the  retail  store. 

These  changes  are  only  indicators  of  things  to  come.  The  number  of  people  to 
be  fed  continues  to  increase.  Expanding  demand  for  poultry  over  the  years  is 
assiired.  The  proportion  of  po\iltiy  moving  to  consumers  in  fresh,  canned,  and 
frozen  form  may  continue  to  change,  but  the  total  volume  to  be  moved  will 
continue  to  increase.  More  processing  will  be  done  in  the  producing  areas. 
The  nimber  of  times  products  are  handled  in  marketing  channels  may  be  expected 
to  decline  and  the  mechanization  of  handling  will  increase.  Facilities  will 
be  modernized.  The  average  size  of  marketing  firms  is  likely  to  continue  to 
increase- -not  so  much  by  large  firms  becoming  larger  as  by  smaller  businesses 
increasing  in  size.  Further  improvements  in  processing,  handling,  and 
transportation  will  come.  The  consumer  will  expect  to  have  more  services 
performed  in  the  marketing  system. 

In  solving  remodeling  and  marketing  problems,  the  ability  of  processors  and 
marketing  agencies  to  work  together  is  highly  important.  Industry,  enforcement, 
research,  and  marketing  service  agencies  must  work  together  as  a  team  to  find 
practical,  economical,  and  acceptable  answers  to  marketing  problems.  Any 
failure  among  the  players  on  this  team  to  work  together  costs  money,  and  this 
cost  will  be  paid  by  you  and  me,  the  consumer. 

The  present  trend  of  economy  in  the  poviltry  industiy,  and  particularly  in 
the  processing  phase,  can  be  summed  up  in  the  statement  a  processor  made  to 
me  recently.  He  said,  "The  only  way  to  make  a  nickel  in  the  poultry  business 
today  is  to  save  it."  Perhaps  he  is  right.  Poultry  processors  have  a  chance 
to  improve  and  they  have  the  desire  to  improve.  We,  as  members  of  the  team, 
should  offer  our  combined  efforts  to  help  them  adjust  to  changing  marketing 
conditions . 
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CONCLUSIONS  AND  RECOMMENMTIONS 

On  the  povG-try  inspection  program 

Recently  enacted  legislation  requires  that  all  processed  poiiltry  moving  in 
interstate  or  foreign  commerce  shall  be  Federally  inspected  "beginning  January 
1,  1959- 

State  marketing  service  agencies  can  and  sho\ild  provide  assistance  to  proces- 
sors within  their  States  in  complying  with  compulsory  inspection  requirements . 
A  program  designed  to  assist  with  facility  planning  and  to  give  instructions 
in  proper  methods  and  procedures  that  should  be  followed  to  process  and  handle 
poultry  to  comply  with  sanitary  requirements  should  be  initiated. 

It  was  stated  that  processors  who  wish  to  remain  intrastate  and  not  have  their 
products  identified  with  the  Federal  inspection  legend  are  likely  to  lose  such 
sales  outlets  as  retail  chain  stores  and  others  who  may  prefer  to  handle 
inspected  products.  Other  intrastate  plants,  ineligible  to  receive  inspection 
service  under  the  Poultry  Products  Inspection  Act,  may  also  s\affer  from  loss  of 
certain  retail  outlets.  The  possibility  of  providing  an  inspection  service  at 
the  State  level  for  intrastate  operators  sho\ild  be  investigated.  Close  coordi- 
nation of  the  State  inspection  service  and  the  Federal  inspection  service  could 
produce  a  State  program  recognized  by  and  acceptable  to,  processors,  retailers, 
and  consumers. 

Some  povitry  processors  who  are  operating  today  with  out-dated  facilities  have 
a  ""^ig  problem  in  trying  to  compete  with  modem,  efficient  plants*.  Many  packers 
are  f  Itieiing  their  present  facilities  to  permit  a  more  efficient  operation. 
Assistance  should  be  given  to  these  processors  in  developing  improved  plant 
and  eq.-aipment  layouts  and  improved  processing  methods  that  will  help  reduce 
processing  .-"osts. 

State  and  local  inspection  laws  and  regulations  should  be  standardized  to  the 
exr'-.ent  that  trade  barriers  will  not  be  created  to  adversely  affect  the 
intrastate  flow  of  processed  po\iltry. 

OUR  EXPERIENCE  IN  IMPROVING  EGG  QUALITY  AT  THE  PRODUCER  LEVEL 

Gerald  E.  Zich 
New  Jersey  Department  of  Agricvilture 

New  Jersey  egg  producers  asked  the  State  Department  of  Agricxiltxire  in  1957  to 
aid  them  in  developing  a  "self-help"  marketing  program  \ih±ch   includes: 

(a)  Improvement  and  conservation  of  product  quality  throxigh  adoption 
of  on-farm  practices  recommended  for  quality  production  and 
approved  market  preparatory  methods. 
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(b)  Improvement  and  conservation  of  product  quality  in  channels  of 
distribution. 

(c)  Impartial  inspection  to  insure  "12  good  eggs  per  dozen"  in  every 
carton. 

(d)  Promotion  to  the  retail  trade  and  to  consumers  of  the  resultant 
packaged  product  imder  State  certification  of  qixality. 

Gaining  complete  acceptance  of  topic  (a)  in  the  above  scheme  (the  basic 
requirement  of  on-farm  qviality  practices)  was  complicated  by  several  factors: 

1.  Both  old-time  and  new  farmers  were  unwilling  to  attend  the  local, 
county-wide  and  State  meetings  at  which  quality  improvement  practices 
were  demonstrated  aoad  taught.  (New  Jersey  farmers  just  don't  come  to 
meetings  any  more — there  are  too  many  distractions.  Those  who  do 
attend  are  not  the  ones  \Aio  need  the  help  we  can  give.) 

2.  Education  on  quality  is  difficult  to  dramatize,  or  to  make  personally 
significant  to  producers  in  a  group.  Individual  treatment  seemed  to 
be  indicated. 

3-  Quality  improvement  was  being  opposed  by  some  who  argued  that 
producers  should  first  be  guaranteed  premium  prices,  then  they 
would  adopt  the  recommended  practices.  The  trade  is  adamant  in 
that  rewards  will  not  be  paid  in  anticipation. 

k.     Statements  of  several  acknowledged  authorities  on  eggs — to  the 

effect  that  the  q\jality  standards  are  too  high,  and  that  the  grades 
specifications  should  be  lowered  to  permit  minor  faults  to  be 
included  in  the  finished  package — were  widely  published  and  quoted 
to  the  detriment  of  the  program.  These  arguments  are  unrealistic, 
because  of  the  newly  created  competitive  situation  with  high  quality 
egg  supplies  from  new  production  areas  "knocking  on  the  door  in  the 
Jersey  Market." 

A  new  service  of  "on-farm  quality  s\irveys"  was  set  up  with  fimds  jointly  pro- 
vided by  the  State  program  and  the  Federal  Government.  The  Agricultural 
Extension  Service  and  Agriciiltural  Experiment  Station  cooperate  closely  and 
enthusiastically . 

Three  field  agents  are  employed  in  this  work.  A  score  sheet  was  developed  to 
report  each  farm  survey.  Factors  scored  are  best  shown  by  this  modus  operandi: 
Fieldman  candles  100  eggs  of  each  clay's  production  foxond  on  premises,  recording 
the  percentage  of  each  quality,  and  the  fa\ilts;  takes  psychrometer  readings  for 
egg  room  temperature  and  humidity;  inspects  with  liltraviolet  light  for  fluores- 
cing substances  on  floor,  walls,  grader,  cleaner,  packing  materials  (if  second- 
hand) looking  for  clues  to  spoilage  bacteria;  checks  accuracy  of  farmer's  egg 
scales  or  mechanical  grader;  notes  lighting  conditions,  environmental  sanitation, 
cleaner  methods  (if  wet  clean  methods  are  used,  checks  washing  solution 
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temperatm-e,  determines  whether  approved  detergent  sanitizer  is  used);  observes 
and  reports  laying  house  floor  and  nest  conditions.  Size  and  age  composition 
of  flocks  are  recorded,  along  with  rate  of  production,  frequency  of  egg 
collection  and  shipping. 

Preliminary  findings  are  that  these  are  the  most  common  producer  deficiencies: 

1.  Insxifficient  number  of  egg  collections  daily.   (Those  who  clear  nests 
twice  a  day  are  urged  to  make  an  extra  collection.  This  pays  for 
itself  not  only  in  better  interior  quality,  but  also  reduces 
incidence  of  cracked,  dirty,  and  stained  eggs,  saving  work  in  egg  room.) 

2.  Improper  egg  room  climate— lack  of  humidification  and  temperature 
control.   (Some  egg  dealers  and  marketing  cooperatives  have  been 
encouraged  to  make  loans  to  producers  to  install  air-conditioning 
units. ) 

3.  Improper  wet  cleaning  methods,  principally  failure  to  use 
sanitizer,  and  too  low  temperature  of  washing  solution. 

PROMOTING  PRODUCTION  MP   SALE  OF  QUALITY  EGGS  IN  FLORIDA 

Earl  H.  Nelson 
Florida  Egg  Commission 

Mr.  Hermon  Miller  who  was  to  speak  to  you  at  this  time  was  unable  to  be  here 
and  secretary,  Mr.  Brasfield,  asked  me  if  I  would  fill  in  for  him.  I  feel 
honored  to  have  this  oppojrtimity  to  talk  to  you.  Mr.  Brasfield  was  kind  enough 
to  let  me  talk  on  the  subject  of  my  choice  instead  of  the  assigned  subject. 

First,  I  suppose  I  should  tell  you  who  I  work  for  and.  what  we  are  trying  to 
accomplish.  I  am  with  the  Florida  Egg  Commission.  This  Commission  was  recently- 
enacted  into  law  for  the  p\irpose  of  promoting  the  production  and  sale  of  quality- 
eggs  in  Florida.  We  are  a  little  o"ver  a  year  old  now.  We  feel  that  we  have 
accomplished  a  great  deal  in  this  short  period  of  time.  During  this  past  yeau:, 
according  to  the  USDA  market  reports,  the  per  capi-ta  consiairption  in  Florida 
has  increased  21  eggs  or  8.2  percent.  Possibly  we  should  not  try  to  claim 
credit  for  the  entire  increase,  but  being  hiiman  we  are  going  to  try  to  claim 
all  the  credit  we  can. 

The  Florida  Egg  Commission  is  supported  by  an  excise  -tax  of  2  cents  per  case 
on  Florida  produced  eggs.  We  also  have  some  Federal  and  S-tate  Matching  Funds 
a-vailable  for  egg  sales  promotion. 

When  you  s-tart  out  on  a  quality  egg  program  \rtiere  do  you  begin?  Eggs,  being  a 
s-baple  food  item,  are  not  hard  to  sell  by  use   of  advertising  and  other  media. 
But,  if  we  start  at  the  retail  level  and  send  the  house-wife  into  a  store  to 
buy  Florida  eggs  and  she  receives  eggs  of  poor  quality,  chances  are  that  the 
next  time  she  bi;iys  she  -will  look  for  a  different  soiorce  of  supply.  It  is  logical 
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therefore,  to  assume  that  we  should  have  quality  eggs  available  for  her  before 
ve  send  her  into  the  store  to  make  her  purchases.  This  would  indicate  that  a 
quality  egg  program  should  be  started  at  the  producer's  level  and  that  the  laws 
governing  the  grading  of  eggs  should  be  strictly  enforced.  If  all  eggs  were 
purchased  on  a  grade  back  basis,  I  am  sure  that  the  producer  would  strive  to 
produce  a  better  quality  egg  as  it  would  have  a  visible  effect  on  his  income, 
and  it  costs  him  very  little,  if  any  more,  to  produce  a  quality  egg. 

To  determine  the  q\aality  of  the  eggs  being  offered  for  sale  in  the  retail  stores, 
the  Florida  Egg  Commission  worked  with  other  State  agencies  and  conducted  an 
egg  survey  in  four  Florida  cities.  I  do  not  have  these  figures  with  me  but  we 
found  that  the  quality  of  most  of  the  eggs  were  below  the  declared  grade  on  the 
carton.  This  included  both  Florida  and  shipped  eggs.  In  making  this  survey, 
we  used  the  Haiigh  unit  for  measurement  of  quality.  I  ass\jme  that  most  of  you 
are  familiar  with  this  method  of  determining  the  interior  quality  of  eggs.  If 
you  are  not  familiar  with  it,  however,  I  would  sviggest  that  you  write  to  the 
USDA  Poultry  Division,  Al-lS,  and  obtain  their  booklet  "Equipment  and  Methods 
for  Egg  Quality  Control  Programs." 

This  booklet  outlines  the  material  and  equipment  necessary  to  meas-ure  egg 
quality  by  Haugh  units.  We  were  able  to  purchase  all  of  the  equipment  except 
the  breaking  table.  The  USDA  did  not  have  plans  for  making  a  breaking  table 
and  were  unable  to  tell  us  where  we  could  purchase  one.  We  used  the  picture 
in  the  booklet  and  had  one  biiilt  locally.  We  are  fortunate  in  having  a  voca- 
tional school  in  Tampa  smd  they  built  the  table  for  us  along  with  a  carrying 
case.  As  the  table  consists  of  a  large  piece  of  plate  glass  and  a  mirror,  a 
good  substantial  carrying  case  is  necessary  to  avoid  breakage.  I  have  this 
case  and  table  with  me  and  will  take  a  few  minutes  to  show  it  to  you.  The  boys 
at  the  vocational  school  are  very  ingenious  and  I  think  they  made  a  very  compact 
and  workable  \init. 

All  the  necessary  equipment  such  as  micrometer,  egg  scales,  spatula,  and  calcu- 
lator are  included  in  the  package  and  mounted  in  such  a  way  that  it  can  be 
shipped  without  danger  of  breakage.  As  a  vocational  school  charges  only  for 
material  and  shop  use,  the  cost  was  very  low. 

At  the  present  time  we  do  not  have  a  plan  for  this  unit,  but  I  think  we  could 
have  some  made  up  if  any  of  you  are  interested.  As  all  of  you  know,  one  of  the 
things  of  prime  importance  in  any  kind  of  a  program  is  money.  I  think  that  I 
can  safely  say  that  by  cooperation  with  other  State  and  Government  agencies 
and  throiigh  the  press  and  trade  journals,  we  have  received  at  least  $50  worth 
of  advertising  for  every  dollar  we  have  spent. 

We  developed  a  cooperative  program  with  the  Department  of  Agricxilture ,  Extension 
Service,  Poultry  and  Egg  Inspection  Department,  School  Lunch  Supervisors,  USDA, 
Vocational  Agriculture  Department,  etc.  We  also  assiuned  the  egg  producers' 
Poultry  and  Egg  National  Board  quota  for  the  State  of  Florida. 

Most  county  agents  and  home  demonstration  a-gents  have  a  half  hour  or  more  free 
time  on  radio  or  television  each  week.  In  a  program  of  this  nature,  it  doesn*t 
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take  long  for  them  to  run.   out  of  material.  We  furnish  them  scripts  for  these 
programs  and  at  times  take  their  place.  We  also  make  tapes  that  can  be  used 
on  radio.  These  are  all  directed  toward  the  production  and  sale  of  quality- 
eggs. 

We  find  food  editors  of  newspapers  and  magazines  are  constantly  in  search  of 
material.  Through  Poiiltry  and  Egg  National  Board,  we  fiAmish  them  with  color 
transparencies  and  material  on  eggs.  If  we  had  to  pay  for  the  amount  of 
publicity  we  have  received  through  this  media,  ovoc   budget  woiild  have  been  used 
up  in  a  month  or  two.  We  recently  had  a  story  on  eggs  in  a  Sunday  magazine  with 
450,000  circulation.  This  consisted  of  the  front  page  and  the  two  center  pages 
in  color.  All  we  supplied  was  the  picttires  and  material. 

We  work  closely  with  k-E  and  FFA,  and  this  year  we  have  managed  to  include  egg 
grading  and  candling  classes  in  five  large  fairs.  In  this  connection,  we  have 
published  a  booklet  on  egg  grading  and  candling  to  assist  vocational  agricul- 
txire  teachers  and  county  agents  in  training  their  members  in  this  art.  We  have 
conducted  egg  cookery  schools  for  k-E   girls  and  girl  scouts.  We  have  cooperated 
in  the  production  of  two  egg  quality  films  and  have  two  more  on  the  way.  These 
were  produced  by  the  University  of  Florida  staff  and  oiir  only  cost  was  the  film 
used. 

We  have  attractive  fair  kits  available  which  we  loan  out  for  fairs.  We  are 
constantly  feeding  educational  material  to  poultry  associations,  vo-ag  teachers, 
county  agents,  home  demonstration  agents,  etc.  We  have  de\ -sloped  some  visual 
aids  for  use  when  talking  before  groups  of  people.  As  an  e>-ample  we  have  a 
large  egg  with  the  component  parts  cut  out  jigsaw  fashion.  V/hen  talking  before 
a  group,  you  can  start  with  the  yolk  and  build  the  egg  as  you  talk.  We  appear 
before  poultry  associations  and  civic  groups  as  often  as  possible. 

In  conclusion,  Florida  produces  56  percent  of  the  eggs  used  in  the  State.  The 
other  kk   percent  is  shipped  in  from  out  of  State.  Our  poiiltry  business  con- 
tinues to  grow  but  at  the  present  time  oiir  increased  production  is  just  about 
taking  care  of  our  popiilation  increase,  percentage  wise.  The  ratio  between 
Florida -produced  and  shipped-in  eggs  has  remained  about  the  same  for  the  past 
three  years.  I  note  that  most  of  the  States  represented  here  have  already 
adopted  or  are  embarked  on  a  quality  egg  program.  If  we  all  continue  nation- 
wide to  stress  quality  in  our  product,  we  need  have  no  fear  for  the  futiore. 


CONCLUSIONS  AITD  RECOMMENDATIONS 

On  the  changing  marketing  system  for  eggs 

It  was  pointed  out  that  great  strides  have  been  made  over  the  past  few  years  in 
egg  marketing.  Production  has  evolved  from  small  farm  flocks  incidental  to  the 
farm  interprise  to  that  of  being  a  commercial  egg  factory.  Similar  advances 
have  been  Bfide  throughout  the  egg  marketing  system.  Grading  and  packing  plants 
are  fewer  in  number,  larger  in  size,  and  processing  is  moving  to  production 
areas.  The  present  trend  is  toward  still  larger  producing  flocks,  quality 
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control  at  the  production  level,  and  fewer,  larger,  more  efficient  and  mechan- 
ized processing  plants.  Federal  and  State  regulatory  and  marketing  service 
work  has  become  more  complex  and  considerably  more  flexible. 

Close  cooperation  between  producers  and  processors  stimulates  marketing 
efficiency.  With  better  quality  and  more  orderly  procurement  methods,  labor 
productivity  increases.  Larger  grading  and  packing  stations  contribute  to 
reducing  marketing  costs  through  economies  of  scale. 

Egg  consumption  can  be  increased  with  better  q\jality,  more  attractive  packaging, 
accurate  quality  identification,  improved  merchandizing  practices  at  the  retail 
level,  and  better  use  of  nutritional  information  and  promotional  naterial. 

Regulatory  and  marketing  services  should  be  reevaliated  at  both  State  and  Federal 
levels  so  as  to  be  better  coordinated  with  progressive  methods  of  present  day 
egg  marketing. 


QAiRY.PRCDUQIS 

Work  Group  Sessions 

CURRENT  PROBLEIIS  AND  POLICIES  IN  ADMINISTERING 
FEDERAL  I^QXK  ORDERS 

Howard  C.  Feddersen 
AMS,  U.  S.  Department  of  Agriciilture 

The  country's  experience  with  Federal  regulation  of  fluid  milk  markets  has  now 
passed  the  quarter  of  a  century  mark.  In  the  nearby  market  of  St.  Lo\iis, 
where  a  marketing  agreement  and  license  were  first  issued  in  November  1933> 
the  experience  has  been  continuous.  Federal  responsibility  has  developed  to 
the  point  that  in  I958  more  than  2,000  handlers,  l80,000  producers,  and  36 
billion  po\xnds  of  milk  will  be  directly  involved.  There  is  no  evidence  that 
the  fluid  milk  orders  culminate  here.  On  the  contrary,  the  requests  of  a 
number  of  additional  market  areas  are  in  various  stages  of  development  to  add 
to  the  75  areas  presently  covered. 

These  remarks  are  made  with  no  thought  of  observing  any  kind  of  anniversary. 
They  are  made,  rather,  with  the  idea  that  they  constitute,  in  a  rough  sort  of 
way,  some  standard  for  evaluating  the  magnitude  of  current  problems  in  the 
administration  of  Federal  milk  orders.  Each  of  these  market  orders  must  be 
kept  in  adjustment  with  the  changing  institutions  and  times  peculiar  to  the 
market,  each  requires  a  close  alignment  with  other  market  orders  and  in  partic- 
vHaLV  with  those  of  bordering  markets  and,  in  accommodating  change,  must  do  so 
in  a  fashion  consistent  with  tiae  evidence  introduced  at  public  hearings  and  with 
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general  economic  conditions.  In  accomplishing  this,  no  circinnstance  appears  to 
afford  more  possibilities  for  administrative  difficulty  for  the  Federal  orders 
than  bulk  and  scope  of  the  program,  unless  it  be  a  failure  of  responsibility 
on  the  part  of  producer  groups  for  whom  the  program  was,  in  the  first  instance, 
designed.  Producer  cooperatives  share  a  unique  responsibility  in  the  develop- 
ment of  Federal  milk  orders,  ■v^ich  must  be  exercised  within  the  framework  of 
existing  statutory  authority. 

The  milk  orders  are  a1;  one  time  both  a  regulation  and  a  marketing  service. 
Their  major  p\irpose  is,  throiigh  a  limited  intervention  in  the  marketing  process, 
to  establish  and  maintain  orderly  marketing  conditions.  22/  A  further  objec- 
tive also  is  to  "accord  recognition  and  enco\iragement  to  producer-owned  and 
producer-controlled  cooperative  associations . . .'  23/  pres\;uaably  on  the  premise 
that  this  will  also  contribute  to  more  orderly  marketing. 

Participation  on  the  part  of  the  Federal  Government  tiirns  around  specific 
devices  specified  in  the  delegation  of  authority  to  the  Secretary  which  contem- 
plate (l)  the  classification  of  milk  according  to  the  form  in  which  or  the 
purpose  for  which  it  is  used,  (2)  the  establishment  of  a  minimum  price  to  be    1 
paid  by  handlers  to  producers  for  each  class  of  use,  (3)  a  retiurn  to  producers 
based  on  total  market  \ises  or  on  individ\;ial -handler  uses,  and  (k)   provision  for 
check  weighing  and  testing  milk  and  providing  marketing  information  for  produc- 
ers not  receiving  this  service  from  qualified  cooperatives.  The  statutory 
directions  for  the  fixing  of  prices  are  significant  for  the  purpose  specified, 
since  they  are  to  be  prices  which  reflect  economic  conditions  which  affect  mar- 
ket supply  and  demand  for  milk  in  the  marketing  area. 

Althoiigh  not  specifically  mentioned  by  the  statute,  orders  all  contain  a 
provision,  comparable  in  importance  with  these  other  mechanisms  for  effecting 
market  stability,  which  charges  each  administrative  agency  with  the  duty  of 
preparing  and  making  available  to  all  market  interests  and  to  the  general 
public  general  statistics  and  information  concerning  the  operation  of  the 
order.  This  action  is  in  accordance  with  statutory  authority  for  the  develop- 
ment of  terms  and  conditions  which  are  incidental  to  and  necessary  to  effectuate 
the  delegations  already  mentioned. 

Certain  privileges  are  also  extended  to  qualified  cooperatives.  Among  them, 
the  right  of  reblending  proceeds  from  the  sale  of  milk  in  all  markets  and 
distributing  the  returns  among  members  in  accordance  with  membership  contracts 
is  specified.  This  is  an  interesting  section,  for  the  reason  that  it  is  not 
clear  how  a  coopeiSitive  would  be  able  to  continue  in  business  if  it  were  not 
permitted  this  privilege.  This  privilege  is  accorded  only  so  long  as  coopera- 
tives do  not  sell  milk  to  any  handler  at  less  than  class  prices.  The  condition 
is  essential  to  the  continued  existence  of  the  orders  and  to  the  accomplishment 
of  their  purpose. 

^7  T'U.S.C.  S602(l)  Declaration  of  Policy. 
23/  7  U.S.C.  S6l0(b)(l). 


It  is  otvioxis,  for  instance,  that  the  survival  of  the  orders  depends  on  the 
application  of  minimim  class  prices  which  are  uniform  among  handlers,  not  only 
as  a  condition  expressed  in  the  statute,  but  as  an  actual  market  fact. 

It  should  also  be  apparent  that  the  general  theory  and  enforceability  of  any 
system  of  enforced  minimum  prices  rests  on  a  genuine  cleavage  of  interest  as 
cetween  b\;yers  and  sellers.  The  fate  of  the  Volstead  Act  illustrates  well  how 
difficult  it  is,  as  a  matter  of  law,  to  keep  eager  buyers  and  willing  sellers 
apart.  The  problem  of  the  buyer-seller  relationship  is  particularly  compli- 
cated in  the  fluid  milk  field  by  the  fact  that  some  cooperatives  also  act  as 
processors  and  distributors,  and,  to  a  lesser  extent,  certain  individual  pro- 
ducers also  function  as  handlers.  If  the  industry  were  to  fimction  completely, 
or  even  to  a  substantial  extent,  on  such  a  vertically  integ2rated  basis,  there 
would  be  little  foothold  for  the  establishment  of  prices  to  be  paid  by  handlers 
to  producers. 

The  roots  of  any  shading  of  prices  on  the  part  of  producer  groups  generally  are 
not  embedded,  however,  in  a  market's  organizational  pattern.  Opportunity  must 
exist  for  securing  something  of  value  in  exchange  for  the  sale  of  milk  at 
depreciated  Class  I  prices.  A  fertile  field  for  this  sort  of  bargain  exists  in 
the  presence  of  imduly  high  Class  I  prices  which  induce  a  supply  of  milk  in 
excess  of  market  reqxiirements,  and  which  develops  a  substantial  gap  between  the 
level  of  the  market  blend  and  Class  I  prices,  or  between  the  blend  and  price 
paid  near-at-hand  producers  for  manxifact\iring  milk.  In  such  an  environment, 
shading  of  the  Class  I  price  may  increase  retijms  to  a  particular  producer 
group  by  enabling  them  to  secure  a  share,  or  a  larger  share,  of  the  higher 
valued  Class  I  market. 

The  potential  for  this  kind  of  development,  and  the  basic  incompatibility  of 
market  stability  and  class  prices  set  at  levels  higher  than  economic  conditions 
warrant,  is  described  in  Bulletin  No.  1184,  Classified  Pricing  of  Milk,  pub- 
lished by  the  Department  of  Agricult\ire  in  April  1958*  In  terms  of  this 
analysis,  the  long-continued  existence  of  the  Federal  orders,  in  fact  their 
survival  over  a  period  of  25  years,  offers  evidence  of  the  extent  to  which  the 
program  of  Federal  regulation  has  carried  out  the  instructions  from  Congress 
to  price  milk  in  accord  with  supply-demand  conditions.  Recently,  however, 
producer  organizations,  having  grown  strong  in  numbers  and  in  the  exercise  of 
marketing  responsibilities,  have  been  able,  in  many  instances,  to  negotiate 
substantial  premiimis  over  order  prices. 

Over  short  periods  of  time,  if  the  elasticity  of  the  demand  for  milk  on  the 
part  of  consumers  and  of  the  production  of  milk  on  the  part  of  producers  is 
what  it  is  reputed  to  be,  the  achievement  of  substantial  premiums  over  order 
pricing  might  not  impose  a  substantial  strain  on  the  stability  of  any  market. 
However,  no  milk  market  is  in  the  present  day,  to  paraphrase  an  ancient  quote, 
an  island.  The  elasticity  of  the  demand  for  milk  on  the  part  of  consumers  in 
one  marketing  area  is  no  measure  of  the  elasticity  of  the  demand  for  milk  by 
distributors  opeirating  in  several  areas,  who  are  able  to  substitute  milk  from 
other  sources  as  compared  to  milk  emanating  from  local  producers.  Further, 
the  production  response  of  producers  to  a  given  price  is  no  measure  of  the 
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elasticity  of  supply  response  which  may  resiilt  from  the  availability  of  milk 
in  a  larger  area.  In  this  kind  of  environment,  the  negotiation  of  premiums 
requires  the  most  serious  consideration  if  they  are  not  to  pose  a  threat  to 
the  orderly  marketing  which  the  Federal  regulation  is  intended  to  accomplish. 
The  use  of  the  orders  to  imdergird  a  structure  of  premiums  also  imposes  some 
political  strain  on  the  structure  of  Federal  regulation,  but  does  not  presently 
appear  to  equal  the  dangers  that  may  develop  purely  as  an  economic  consequence. 

The  equilibriim  of  the  markets  under  Federal  regulation  is  also  dependent  upon 
timely  revision  of  the  regulations  to  accommodate  the  march  of  events  in  the 
fluid  milk  industry.  The  necessity  of  such  adjustments  has  always  been 
contemplated  by  administrators  of  the  program,  but  the  growth  of  the  orders, 
in  terms  of  their  nxombers  and  in  the  complexity  of  their  provisions,  coupled 
with  the  rapid  evolution  of  the  milk  business,  has  developed  difficulties. 

In  this  respect,  the  problems  are  not  exclusively  that  of  the  administration 
of  the  program.  The  development  of  the  Federal  orders  is  required  to  be  based 
on  evidence  introduced  at  public  hearing.  In  this,  the  Secretaiy  can  exercise 
his  "expertise"  only  to  the  extent  that  evidence  is  presented  for  the  record, 
mainly  by  other  persons.  Except  for  statistical  information,  the  evidence 
introduced  is  a  product  of  the  thinking  of  the  community  of  producers  and 
handlers  and  since  the  experience  and,  hence  the  progress  of  ideas,  in  each 
such  commimity  differs,  the  problem  also  becomes  complicated  and  involved 
insofar  as  timing  and  the  adjustment  and  alignment  of  the  various  orders  are 
concerned.  So  far,  however,  the  obsolescence  of  order  provisions  has  not  been 
allowed  to  become  the  greater  part  of  our  difficulties. 

In  the  execution  of  Agriciilt\i3ral  Marketing  Agreement  Act  responsibilities,  the 
definition  of  a  market  has  become  troublesome.  This  is  simply  the  question  of 
where  a  market  begins,  or  more  significantly,  where  it  ends.  Since  regulation 
is  applied  to  handlers  on  the  basis  of  the  area  in  which  they  market,  the 
question  is  important. 

Not  too  long  ago,  dairy  farmers  not  only  milked  cows,  but  also,  as  a  general 
proposition,  acted  as  their  own  distributors,  selling  their  own  milk  on  routes 
to  individual  consimiers,  tying  their  consumers  to  them  with  the  bonds  of  per- 
sonal acquaintanceship.  The  stability  of  these  relationships  was  nearly  the 
eq\iivalent  of  the  stability  of  his  market,  in  which  each  farmer  had  reason  to 
enjoy  a  certain  sense  of  possession. 

We  are  all  aware,  without  dwelling  on  the  circumstances,  of  the  developments- 
in  the  fields  of  transportation,  sanitation,  and  processing  TAiich  transformed 
the  shape  of  these  markets  from  the  circle  of  a  man  to  the  cir-cle  of  a  community 
This  was  the  general  area  of  regulation  in  the  period  in  "vrtiich  the  Federal 
experience  be^n. 

Examination  of  the  order  titles,  as  for  instance,  Appalachian,  central  Arizona, 
Inland  Empire,  Red  River  Valley,  southeastern  New  England,  upstate  Michigan, 
Puget  Sound,  as  con^pared  to  the  earlier  designations,  generally  in  the  names  of 
the  cities  affected,  will  give  some  indication  of  a  new  phase  of  specialization 
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within  the  industry  which  is  expanding  markets  beyond  community  limits.  It  is 
not  yet  apparent  how  far  specialization  will  run.  It  seems  entirely  possible^ 
for  instance,  that  the  present-day  handler  will  become  eventually  only  a  proces- 
sor of  milk, with  the  function  of  distribution  in  the  hands  of  other  specialists. 
In  such  a  case,  home  delivery  routes  might  be  operated  by  skilled  independent 
vendors  or  peddlers,  with  the  large  bulk  of  sales  finding  their  way  to  the 
consumer  through  the  supermarkets  or  other  chains.  In  central  Illinois  we  find 
now  one  of  the  so-called  "white  milk  plants,"  at  which  none  of  the  specialty 
products  are  processed.  The  efficiencies  of  specialization  and  of  volume  proc- 
essing are  apparently  such  as  to  overcome  transpoirtation  costs  involved  in 
the  delivery  of  milk  over  a  -v/lde  area,  for  it  is  understood  that  milk  from  this 
plant  is  distributed  in  38  counties  of  Illinois,  including  the  county  in  which 
the  city  of  Springfield  is  located. 

Distribution  of  this  kind  encounters  similar  patterns  of  distribution  from 
other  plants,  and  it  becomes  impossible  to  define  an  area  which  will  embrace 
within  its  limits  the  total  operations  of  all  affected  plants,  and  at  the  same 
time  afford  a  common  plan  of  pricing.  The  best  that  can  be  done  is  to  prescribe 
market  area  limits,  subject  to  later  adjustment,  which  will  for  the  time 
accommodate  the  bulk  of  the  distribution  for  the  bulk  of  the  regulated  handlers. 

Within  these  limits  there  will  be  found  handlers  whose  market  is,  in  large  or 
small  degree,  outside  the  confines  of  the  market,  as  defined.  For  this  reason, 
the  orders  must  prescribe,  for  the  purpose  of  imposing  pricing  or  pooling 
responsibilities,  indicia  of  regulation  going  beyond  the  sale  of  a  quart  of 
milk  within  the  marketing  area.  These  indicia  are  drawn  in  terms  of  the  degree 
of  identification  with  the  market  area.  If  the  degree  of  identification  is 
sufficiently  limited,  then  the  obligations  and  opportunities  of  pricing  and 
pooling  are  correspondingly  limited. 

This  indicates  the  necessity  of  finding  some  middle  ground  between  complete 
application  and  complete  exclusion  from  order  affairs.  It  inquires  not  at  all 
into  the  problems  involved  in  finding  a  satisfactory  device  for  partial  regoLa- 
tion.  Such  a  device  requires  freedom  of  action  for  the  handler  at  his  home  base, 
yet  requires  ass-urance  to  all  fully  regulated  handlers  that  no  advantage  is 
permitted  him  on  that  minor  percentage  of  his  sales  within  regulated  territory. 
So  far,  no  more  satisfactory  mechanic  has  been  devised  than  those  which  require 
a  "com^pensatory  payment"  on  the  volimie  of  milk  sold  within  the  marketing  area. 
In  certain  market  pool  areas,  where  no  advantage  may  be  derived  by  a  release 
from  the  obligations  of  pooling,  the  option  may  be  afforded  the  fringe  handler 
of  making  a  compensatory  payment  or  of  affording  by  audit  a  guarantee  that  he 
has  paid  producers  at  least  the  equivalent  of  order  class  prices.  In  all  of 
these  sitxjiations,  certain  assumptions  must  be  indulged  on  the  basis  of  evidence 
received  at  the  hearing,  which  may  or  may  not  be  completely  in  keeping  with  the 
particular  handler's  individual  situation.  As  a  result,  these  devices  are 
subject  to  much  current  controversy.  All  of  the  alternatives  are  difficult, 
and  it  is  only  possible  to  say  that,  in  general,  the  alternatives  adopted  are 
those  which  are  more  palatable  than  the  extremes  of  complete  freedom  and 
complete  regulation. 
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The  neb\ilous  character  of  the  market  outlines  ■will  also  demonstrate  a  corollary 
problem,  to  vhich  reference  has  previously  been  made,  that  of  precise  identifi- 
cation of  the  supply  available  to  the  market  and  the  demand  for  milk.  The  lack 
of  transportation  facilities  and  reciprocity  in  the  application  of  the  health 
i^gulations  no  longer  limits  supply  in  most  months  and  in  most  markets  to  the 
vol\ame  of  milk  available  from  locally  inspected  producers.  Concentration  of 
the  facilities  for  procurement  and  transportation  in  the  hands  of  producers' 
organizations  likewise  makes  milk  more  freely  available  wherever  a  Class  I 
market  exists.  Orders  are  drafted  so  as  to  facilitate  the  free  movement  of 
milk  between  Federal  order  markets.  Experience  indicates  such  movements  to  be 
a  compelling  condition  of  fact  and  not  a  theory. 

As  one  consequence,  the  market  pricing  structure  cannot  be  designed  aro-und 
purely  local  conditions  of  supply  and  demand.  Wherever  price  formulas  are 
developed  by  the  construction  of  a  differential  to  be  added  to  values  for 
manufacturing  milk,  and  this  condition  governs  in  all  but  eight  markets,  this 
differential  must  be  established  with  one  eye  txirned  on  costs  of  transportation 
of  milk  of  good  qiiality  from  areas  of  surplus  supply.  Obsei-vation  of  this 
necessity  is  resident  in  the  phi^se  "price  alignment."  It  is  sometimes  lightly 
said,  as  a  result,  that  it  is  possible  in  certain  areas  of  the  country  to  be 
equipped  only  with  a  knowledge  of  Class  I  prices  and  transportation  r^tes,  in 
order  to  tell  how  far  you  are  from  Chicago. 

It  is  also  necessary  to  tie  in  the  movement  of  milk  among  regulated  markets 
and  between  regulated  and  unregulated  markets  on  the  part  of  producers,  as 
well  as  the  shipments  from  plants.  This  is  not  too  simple  a  matter,  inasmuch 
as  the  producer  himself,  shipping  in  bulk  tank  trucks,  may  well  not  know  on 
a  day-to-day  basis  where  his  milk  is  likely  to  go.  Procedure  for  the  identifi- 
cation of  a  producer  with  a  market  may  well  require  revision  to  the  point  where, 
once  a  producer's  milk  is  received  in  a  market  during  the  short  period,  assign- 
ment of  his  milk  for  accounting  purposes  may  be  required  for  the  balance  of  the 
year.  The  point  of  pricing  also  becomes  complicated  by  the  bvilk  tank  operation. 
Numerous  studies  are  in  progress  to  consider  whether  the  administrative  problems 
involved  in  the  pricing  of  milk  at  the  fann  become  too  great  a  burden,  and,  if 
so,  what  the  feasible  alternatives  may  be. 

It  should  be  apparent  from  this  review  that  the  policies  involved  in  the 
application  of  the  Federal  orders  for  tempering  the  economic  insecurity  of  the 
milk  producer  and  for  achieving  a  degree  of  stability  in  the  marketing  of  milk 
are  not  those  of  the  strait  jacket.  A  reasonable  and  timely  adjujstment  of  the 
orders  to  economic  events  is  conteni>lated.  The  amendment  of  orders  is  a  regu- 
lar process  and  at  least  one  hearing  per  year  per  order  is  planned  for  this 
p\i3rpose.  This  process  is,  of  course,  dependent  upon  the  introduction  of 
necessary  evidence  on  the  part  of  producers  and  handlers.  It  should  also  be 
kept  in  mind  that  these  orders  are  insta3JLed  and  maintained  in  the  markets  on 
an  invitation  basis  only.  To  the  extent  that  they  exist  and  are  maintained, 
however, they  must  effectuate  the  policies  expressed  in  the  Act,  and  the 
Secretary's  findings  that  they  do  so  effectuate  the  piii^poses  of  the  Act  must 
remain  a  living  and  enduring  purpose  of  the  Federal  regulations. 
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POSSIBLE  BENEFITS  MP  LIMITATIONS  OF  THE  SELF-HELP 
PROGRAMS  IN  THE  DAIRY  INEUSTRY 

George  Max  Beal 
University  of  Maryland 

At  the  outset  it  seems  to  me  that  there  are  ceirtain  prereq^ui sites  to  any 
meaningful  discxission  of  the  "possible  benefits  and  limitations  of  self-help 
programs  in  the  dairy  industry."  The  dairy  industry  consists  of  at  least 
three  groups  of  persons  vho  have  a  vital  interest  in  its  economic  welfare — 
producers  of  milk,  processors  and  handlers,  and  the  labor  force  engaged  in 
processing  and  distributing  milk  and  dairy  products.  Closely  associated  with 
these  gro\jps  in  terms  of  interest  in  the  economic  conditions  of  the  dairy 
industry  are  the  millions  of  cons\;imers  who  use  portions  of  their  income  to 
purchase  milk  and  dairy  products.  The  benefits  and  limitations  of  any  self- 
help  program  are  very  unlikely  to  be  the  same  either  in  direction  or  magnitude 
for  all  of  these  interested  groups.  Therefore,  it  becomes  essential  that  the 
area  of  disciission  in  this  paper  be  mwDre  specifically  defined. 

It  has  now  been  more  than  10  years  since  it  was  my  good  fortxjne  to  hear  the 
President  of  the  National  Milk  Producers  Federation  explain  the  "self-help 
program"  then  being  sponsored  by  his  group.  In  general,  the  objectives  and 
procedures  enxmciated  at  that  time  have  also  been  the  essential  elements  in 
self-help  programs  subsequently  proposed  and  sponsored  by  the  Milk  Producers 
Federation,  including  the  House  of  Representatives  Bill  HR  100^3  ^ich  was 
introduced  January  l6,  1958^  by  Representative  Abemethy,  and  sponsored  jointly 
by  the  National  Milk  Producers  Federation  and  the  National  Grange.  Therefore, 
for  purposes  of  the  following  discussion,  the  possible  benefits  and  limitations 
in  question  shall  refer  to  those  specifically  desired  by  sponsors  of  HR  100^3 
together  with  consequences  that  this  legislation,  if  enacted,  might  have  on 
other  interested  parties.  This  particular  "self-help"  program  was  proposed 
less  than  a  year  ago  and  considered  by  the  85th  Congress,  second  session. 
Hence,  it  is  only  logical  to  lisethe  existing  dairy  situation  and  price  support 
program  as  a  point  of  departure  for  analysis  of  "possible  benefits  and 
limitations."  Further  support  for  using  the  present  sitxiation  and  program  as 
a  point  of  depart\ire  may  be  derived  from  the  fact  that  the  reasons  given  for 
introducing  HR  100^3  were  (a)  the  present  support  price  level  (Janiaary  1958) 
is  too  low,  and  (b)  dairy  farmers  of  the  United  States  have  been,  and  are  being, 
criticized  as  recipients  of  a  subsidy  from  the  general  public  under  the  present 
program.  It  seems  appropriate,  therefore,  that  this  presentation  begin  with 
a  brief  summary  of  the  current  price  s\ipport  program  as  it  has  evolved  since 
the  end  of  World  War  II. 

Highlights  of  the  Ciirrent  Price  Support  Program 

During  World  War  II  Congress  decreed  that  most  agricultvural  products,  including 
milk  and  dairy  products,  should  be  supported  at  not  less  than  90  percent  of 
parity  until  the  end  of  the  second  year  following  the  cessation  of  hostilities. 
The  Agricultural  Act  of  19^  continued  the  support  of  dairy  products  at  90 
percent  of  parity  through  19^9*  The  Agricultioral  Act  of  19^9  required  the 
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Secretary  of  Agriculture  to  support  prices  of  milk  and  butterfat  between  75 
and  90  percent  of  parity,  and  under  this  authorization  the  support  level  was 
set  at  90  percent  for  the  15-month  period  beginning  March  1951*  This  90 
percent  of  parity  support  level  was  continued  through  the  marketing  year  1953- 
1954,  but  subsequently  reduced  to  75,  80,  8^,  and  83  percent  of  parity  for  the 
marketing  years  195^  through  1958.  On  April  1,  1958,  the  support  level  was 
again  reduced  to  75  percent  of  parity  where  it  now  remains. 

Subject  to  a  few  minor  exceptions,  the  support  price  for  milk  and  dairy  products 
has  been  made  effective  by  purchases  of  butter,  Cheddar  cheese,  and  non-fat  dry 
milk  powder  at  prices  designed  to  reflect  the  parity  level  on  milk  for  manufac- 
turing purposes.  Currently, this  level  is  $3.06  per  h\andredweight  for  3*5  percent 

milk. 

The  lowest  volimie  purchased  in  terms  of  milk  equivalent  in  the  postwar  period 
was  13  million  pounds  in  the  calendar  year  1951.  In  1952, the  quantity  taken 
under  the  support  price  program  was  3^8  million  povmds  milk  equivalent,  and 
during  the  saone  year  total  sales  of  milk  and  cream  by  farmers  on  a  milk 
equivalent  basis  amo\anted  to  97-7  billion  po\ands.  In  1953,Diilk  production 
in  the  United  States  jumped  6  billion  po\mds,  from  115  billion  to  121  billion. 
This  was  the  largest  increase  in  milk  production  from  one  year  to  the  next 
which  ever  occurred  in  the  United  States,  and  resxolted  in  government  purchases 
under  the  support  price  progi-am  of  almost  10  billion  pounds.  Purchases  in 
195^^ amounted  to  over  9  billion  pounds  for  milk  equivalent  and  subsequently 
leveled  off  in  the  neighborhood  of  5  billion  poirnds  a  year  \mtil  1958.  The 
present  prospect  is  for  a  decrease  in  quantities  taken  by  the  government  during 
this  calendar  year.  During  the  past  10  years,  the  total  cost  of  the  acq\iisition 
of  dairy  products  by  the  government  xmder  the  support  price  program  has  been  in 
the  neighborhood  of  2  billion  dollars.  Specific  limitations  in  the  disposal 
program  designed  to  prevent  government  holdings  from  materially  depressing 
current  market  prices  have  reduced  the  possible  return  to  the  government  from 
disposal  of  C.C.C.  stocks.  As  a  consequence,  the  net  expenditures  of  the 
government  for  the  support  of  daiiy  products  prices  during  the  past  10  years 
has  been  in  excess  of  l|-  billion  dollars,  averaging  20  cents  per  hundredweight 
on  all  milk  sold  and  ranging  from  0.2  cents  in  1951  to  k2   cents  in  195^. 

Dairy  products  prices  substantially  lower  since  1952  despite  the  government 
price  support  program;  During  the  calendar  year  1952,  when  government  purchases 
amo\anted  to  only  3^  million  pounds  out  of  total  sales  approximating  97.7 
billion  pounds,  farm  prices  for  milk  averaged  P^.^Q  per  himdredweight  and  cash 
receipts  were  almost  k,6  billion  dollars.  The  6-billion  poiond  increase  in  milk 
production  for  1953  ^ra-s  reflected  in  a  total  volume  of  sales  slightly  in  excess 
of  104  billion  pounds.  The  average  price  declined  to  ^k.l^  per  hundredweight 
and  cash  receipts  for  the  sale  of  6  billion  pounds  more  milk  than  in  1952  were 
down  to  4.U  billion  dollars.  This  decrease  occiorred  in  spite  of  support  price 
equal  to  90  percent  of  parity  and  government  p\archases  approximating  10 
billion  pounds  milk  equivalent.  By  1957,  total  sales  of  milk  by  farmers  had 
increased  to  113  billion  poirnds,  the  support  level  was  down  to  83  percent  of 
parity,  and  the  average  return  per  hundredweight  to  farmers  was  $ii-.10.  The 
decline  in  price  of  58  cents  per  hundredweight  from  1952  to  1957  was  not 
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sufficient  to  offset  the  increase  in  voltune  of  almost  15  billion  poimds,  and 
cash  receipts  for  the  first  time  since  1952  were  slightly  in  excess  of  h.6 
billion  dollars.  Thus,  during  the  years  from  1952  to  1957, inclusive,  farmers 
were  selling  from  6  to  10  billion  more  poimds  of  milk  ann\jally,  at  least  half 
of  it  to  the  government,  and  were  receiving  cash  receipts  below  the  1952  level, 
while  the  sale  of  15  billion  pounds  more  milk  in  1957  over  1952  was  reqiiired 
to  return  approximately  the  same  niomber  of  dollars  in  cash  receipts. 

As  previously  indicated  it  was  this  declining  price  level  for  milk  from  1952 
through  1957^  together  with  the  criticism  leveled  at  farmers  as  recipients  of 
almost  a  billion  and  a  half  dollars  in  Federal  subsidies  which  prompted  the 
National  I-lilk  Producers  Federation  and  the  National  Grange  to  re-submit  the 
"self-help"  program  once  again  as  special  price  support  legislation  for  the 
dairy  industry.  Additional  impetus  was  given  to  these  reasons  by  the  fact 
that  by  January  1958,  the  Secretary  of  Agriculture  had  announced  a  new  dairy 
price  support  level  of  75  percent  of  parity  for  the  marketing  year  April  1, 
1958  to  March  31,  1959- 

Purposes  of  the  Self -Help  Prograjn 

According  to  its  sponsors,  the  specific  purposes  to  be  achieved  by  the  self- 
help  progi-am  were  (l)  To  raise  the  level  of  farm  prices  for  milk  and  to 
increase  incomes  of  dairy  farmers  above  the  level  prevailing  in  1957  and  antici- 
pated in  1958,  (2)  to  stabilize  prices  and  incomes  of  dairy  farmers,  (3)  to 
shift  the  cost  of  surplus  disposal  from  the  general  public  to  dairy  farmers, 
and  (k)  to  remove  the  administration  of  the  dairy  price  support  program  from 
the  Office  of  the  Secretary  of  Agriculture. 

Essential  Featiires  of  the  Proposed  Program 

In  order  to  accomplish  the  purposes  of  its  sponsors,  the  proposed  program  was 
designed  to  reestablish  a  support  level  of  90  percent  of  parity.  This  was  to 
be  made  effective  by  purchases  of  Cheddar  cheese,  butter,  and  non-fat  dry  milk 
solids  at  prices  ^ich  would  reflect  the  desired  milk  price  level  to  producers. 
To  this  extent  it  was  Just  the  same  as  the  program  which  had  been  effective 
through  1952  and  1953;  however,  the  method  of  operation  was  to  be  entirely 
different.  Administration  of  this  program  was  to  be  placed  in  the  hands  of  a 
quasi-govemment  board  recommended  by  dairy  farmers  and  appointed  by  the 
President.  This  Federal  Dairy  Stabilization  Board  was  to  consist  of  15  members 
who  must  be  either  milk  producers  or  officers  of  dairy  cooperative  associations 
or  of  fedeirations  or  marketing  agencies  owned  and  controlled  by  dairy  coopera- 
tive associations.  Not  less  than  11  of  the  I5  members  of  the  board  must  be  milk 
producers.  The  proposed  legislation  contained  specific  provisions  concerning 
the  operations  of  the  board,  its  representativeness,  remuneration  of  members, 
and  general  mode  of  operations. 

In  order  to  stabilize  prices  of  milk  and  butterfat  to  producers,  the  board  was 
authorized  to  borrow  an  initial  operating  fund  from  the  Commodity  Credit 
Corporation  not  to  exceed  350  million  dollars.  It  was  anticipated  that  this 
sum  would  be  sufficient  to  acquire  all  of  the  "siirplus"  milk  available  for 
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acquisition  by  the  board  during  the  first  year  of  operation.  The  disposition 
of  stocks  of  butter,  cheese,  and  non-fat  dry  milk  solids  accumulated  by  the 
board  xonder  this  program  was  to  be  somewhat   less  restrictive  than  those 
currently  determining  disposition  by  the  Secretary  of  A^icultiire  of  accumu- 
lated Commodity  Credit  Corporation  stocks. 

Following  the  initial  advance  of  Commodity  Credit  Corporation  funds  to  the  board, 
operating  costs  of  acquisition  and  handling  of  siirpl\is  dairy  products  were  to 
be  defrayed  by  means  of  a  25-cent-per-hundredweight- deduction  by  the  first 
handler  from  sales  of  milk  and/or  butterfat  by  every  milk  producer  in  the 
United  States.  If  production  were  stimulated  and/or  consunrption  restricted 
enoiigh  to  require  a  deduction  of  more  than  25  cents  per  hundredweight  from  all 
milk  producers,  the  board  was  obligated  to  put  in  operation  a  base  and  surplus 
plan  designed  to  curtail  total  milk  production.  Subsequent  deductions  for 
surplus  disposal  were  to  be  much  less  stringent  upon  base  milk  and  on  milk 
produced  in  excess  of  base.  In  this  manner,  the  bxorden  of  handling  and  control- 
ling sui^lus  milk  under  the  proposed  program  was  to  be  shifted  from  the  general 
public  to  American  milk  producers.  Finally,  milk  producers  wo\ald  have 
opportvmity  by  referendum  to  accept  or  reject  this  proposal. 

Principal  Issues 

Testimony  before  the  sub-committee  on  dairy  products  of  the  House  Committee  on 
AgricTilture  in  May  1958^ clearly  established  tour  major  points,  (l)  Sponsors 
of  the  proposed  legislation  were  confident  that  if  HR  100^3  were  enacted  it 
would  accomplish  the  objectives  and  purposes  for  which  it  had  been  prepared, 
while  opponents  of  this  plan  were  equally  certain  that  these  objectives  would 
not  be  accomplished.   (2)  Much  of  the  criticism  of  the  proposed  plan  was 
predicated  upon  the  recommendation  that  a  support  level  of  90  percent  of  parity 
shoxild  be  established  during  the  first  year  of  operation,  but  sponsors  of  the 
legislation  were  quite  willing  to  consider  a  lower  level  of  support  even  to  80 
percent  of  parity.   (3)  At  the  proposed  ^0   percent  of  parity  sxopport  level 
there  was  an  exceedingly  wide  divergence  of  estimates  between  sponsors  and 
opponents  of  the  proposed  legislation  concerning  its  probable  creation  of 
surplus  and  cost  of  surplus  disposal,  {k)     There  was  also  a  wide  difference  of 
opinion  concerning  the  probable  effectiveness  of  a  base  surplxis  plan  in 
controlling  surplus  production  stimulated  by  90  percent  of  parity  support  level. 

Anticipated  surplus  and  cost  of  disposal;  Five  persons,  all  of  whom  have  had 
extensive  training  and  experience  in  the  economics  of  the  dairy  industry, 
presented  testimony  on  the  self-help  program.  Two  of  these  gentlemen  were  in 
favor  of  the  legislation  and  estimated  that  during  the  first  year  of  operation 
approximately  6  billion  pounds  of  "surplus"  milk  would  be  taken  by  the  Board 
at  a  total  cost  of  275  to  3OO  million  dollars.  Estimates  of  the  three  gentlemen 
who  appeared  in  opposition  to  the  "self-help"  program  were  that  the  total  sur- 
plus would  range  from  12  to  almost  2k  billion  poimds  and  that  the  total  cost  of 
acquisition  would  be  a  minimum  of  TOO  million  dollars  and  a  maximum  of 
$1,300,000,000.  Since  all   of  these  witnesses  have  had  extensive  training  and 
experience  in  dairy  economics  it  becomes  of  interest  to  examine  the  basic  facts 
and  premises  on  which  their  widely  differing  estimates  were  predicated. 
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The  sane  figures  were  available  to  all  on  production  trends,  quantities  of  milk 
equivalent  taken  by  tbe  government,  total  q-uantities  of  milk  sold  by  fanners, 
and  costs  of  the  government  acquisition  program  dioring  the  past  years.  In 
addition,  they  were  all  agreed  that  a  90  percent  of  parity  support  level  on 
manufacturing  milk  wo\ild  amount  to  $3«9S  per  hundredweight.  They  were  all 
aware  also  that  under  existing  program,  the  sxappoii;  level  for  the  marketing  year 
1958-1959  was  to  be  $3.06  per  hundredweight. 

In  addition  to  the  $3.98  per  hundredweight  figure,  which  the  support  prices 
established  for  butter,  cheddar  cheese,  and  dry  non-fat  solids  were  to  reflect 
for  manufactirrlng  milk,  opponents  of  the  proposed  legislation  added  approximately 
$1.50  per  hundredweight  of  milk  equivalent  for  processing  and  storage  of  the 
products  taken  by  the  government.  Their  total  acqxiisition  cost  estimates 
ranged  from  $5-50  per  hundredweight  to  $5 -80  per  hundredweight.  The  unit 
acquisition  cost  estimated  by  sponsors  of  the  legislation  was  somewhat  below 
this  level  but  above  the  $3-98  per  hundredweight  "v^ich  was  to  go  to  producers. 

Disagreement  on  elasticity  of  demand  and  supply  for  milk;  The  major  differences, 
however,  between  these  analysts  who  were  engaged  in  attempting  to  estimate  the 
effects  of  the  proposed  program  were  in  their  conclusions  concerning  the  impact 
of  the  program  upon  supply  policies  of  producers,  on  the  one  hand,  and  the 
quantities  purchased  by  consumers  on  the  other.  This  area  of  disagreement  con- 
cerning the  demeuid  and  supply  ela,sticity  for  milk  at  the  retail  level  in  the 
first  instance,  and  at  the  producer  level  in  the  second,  is  implicit  in  most 
of  the  controversy  \rtiich  has  raged  among  advocates  and  opponents  of  farm  policy 
legislation  generally  during  the  past  decade.  Sponsors  of  the  "self-help" 
program  presumed  that  the  effect  of  increasing  the  support  price  for  maniifactur- 
ing  milk  92  centp  per  hundredweight  during  the  period  April  1,  1959  to  March  31^ 
i960, would  have  a  negligible  effect  upon  total  milk  production  during  that  period. 
This  conclusion  was  reached  in  spite  of  the  fact  that  the  proposed  increase  would 
be  public  information  as  soon  as  the  referendum  had  been  held  in  September  1958. 
Likewise,  their  concliision  was  that  the  increase  in  retail  prices  associated 
with  a  raise  of  92  cents  per  hundredweight  to  producers  would  not  influence  the 
consumption  of  milk  and  dairy  products  during  the  coming  year  to  an  appreciable 
extent.  Thus,  by  assuming  an  extremely  inelastic  schedule  of  demand  for  milk 
and  dairy  products  and  an  equally  inelastic  supply  sched\ile  for  milk,  it  was 
concluded  that  "we  now  have  about  a  six-percent  surplus.  We  feel  that  it  would 
be  virtually  impossible  to  crank  up  more  than  that  in  one  year  at  present  prices 
or  at  prices  contemplated  under  this  Bill.  We  can  remove  from  the  market  all 
that  six  billion  pounds,  and — well,  our  figures  are  23.^7  cents  per  hundred- 
weight . " 

It  seems  apparent,  from  the  foregoing,  that  the  sponsors  of  the  "self-help" 
program  arrived  at  their  conclusions  concerning  the  6  billion  poimd  s\irplvis 
anticipated  for  the  marketing  year  1959-^0  and  the  25-cent-per  himdredweight 
deduction  which  would  be  required  from  all  milk  sold  by  producers  in  the  United 
States  primarily  because  of  their  conclusion  that  producers  wo\ild  respond  very 
slowly  to  the  higher  price  in  terms  of  increased  production,  and  that  consumers 
would  be  equally  slow  in  reducing  their  purchases  as  result  of  increased  prices 
for  milk  and  dairy  products  at  retail. 
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On  the  contrary,  opponents  of  HR  IOOU3  estimated  increases  in  milk  production 
ranging  from  2g-  to  as  high  as  12  percent  during  the  period  April  1959  through 
March  i960,  as  a  resiolt  of  an  increase  of  92  cents  per  hiondredweight  in  the 
producer  support  price,  to  be  announced  in  September  1958-  This  group  of 
analysts  also  estimated  that  the  increase  in  retail  prices  for  milk  and  dairy 
products  would  reduce  total  consxamption  from  3  to  8  percent.  In  this  fashion, 
opponents  to  the  proposed  legislation  doubled  the  6  billion  pound  surpliis 
estimated  by  sponsors  of  the  self-help  program  as  result  of  an  expected  increase 
in  production,  smd  tripled  this  surplus  estimate  by  assxmiing  that  consxaners 
would  substantially  reduce  their  purchases  as  a  resiilt  of  higher  retail  prices. 

As  a  consequence,  the  members  of  the  Dairy  Subcommittee  of  the  House  Agricxoltur- 
al  Committee  were  faced  with  testimony  which  estimated  the  cost  of  surplus 
disposal  from  a  low  of  $300? 000, 000  during  the  first  year  to  a  high  of  almost 
one  and  one  quarter  billion  dollars.  The  difference  was  primarily  due  to  the 
divergent  answers  to  these  two  questions:   (l)  What  will  producers  do  when 
prices  go  up  92  cents  per  hiondredweight?  and  (2)  What  will  consumers  do  when 
milk  prices  go  up  2  cents  per  quart  and  manufactured  dairy  products  an 
equivalent  amoiint? 

Production  control;  The  authors  of  HR  100^3  contemplated  the  possibility  that 
production  might  increase  and/or  consumption  might  be  reduced  as  a  result  of  the 
proposed  90  percent  of  parity  support  level.  Therefore,  the  Bill  included  a 
provision  for  the  implementation  of  a  base  and  s\irplus  quota  plan  in  the  event 
that  the  anticipated  cost  of  operating  the  program  should  exceed  25  cents  per 
himdradweight  on  all  milk  sold. 

The  dairy  industry  has  had  many  years  of  experience  with  base  and  surplus  plans 
designed  to  induce  more  uniform  seasonal  production  of  milk  for  fluid  use.  This 
type  of  quota  program  is  generally  recognized  as  a  base  surplus  plan  with  an 
"open  base*"  A  plan  establishing  an  "open  base"  provides  that  each  individ\aal 
farmer  shall  have  a  base  and  receive  a  considerably  lower  price  during  a  given 
year  for  all  milk  produced  in  excess  of  his  base.  The  base  is  determined 
during  the  months  of  short  production,  usxiaHy  the  fourth  quarter  of  the 
calendar  year.  This  base  is  "open"  because  it  can  be  changed  each  year  by 
expanding  production  during  the  base -making  period. 

This  type  of  control  plan  has  worked  quite  effectively  in  creating  more  uniform 
seasonal  production  in  flxiid  milk  markets  but  has  not  been  effective  as  a  means 
of  controlling  over-all  output.  In  fact,  there  is  some  reason  to  believe  that 
the  efforts  of  farmers  to  improve  their  base  position  from  year  to  year  result 
in  an  act\jal  increase. 

The  dairy  industry  has  had  some  experience  also  with  a  base  and  surplus  plan 
designed  to  control  total  production  by  "closing  the  base."  Under  this  system 
each  farmer  is  assigned  a  base  predicated  upon  his  output  during  a  particular 
past  period,  and  continues  to  operate  with  this  base  indefinitely  \m2 ess  he  can 
show  that  he  is  suffering  an  undue  hardship.  Such  a  plan  was  contemplated  under 
HR  10014-3  'vrtiich  provides  that  a  base  shall  be  assigned  to  each  producer  desiring 
to  market  milk  or  butterfat.  The  Board  was  to  provide  rules  for  handling  of 
these  bases  including  such  matters  as  transfers,  bases  for  new  producer's,  and 
adjustments  for  hardship. 
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Sponsors  of  the  proposed  program  were  confident  that  such  a  "closed  base" 
system  could  be  xised  for  controlling  the  output  of  all  dairy  farmers.  Oppo- 
nerts  to  the  measure  wore  quite  siire,  on  the  other  hand,  that  the  problems  of 
operating  a  nationwide  quota  system  wo\£Ld  be  virtually  insurmountable,  and 
even  if  the  program  could  be  effectively  administered  it  wo\ald  reduce  farm 
efficiency  and  create  great  inequities  among  dairy  farmers.  Finally,  it  was 
contended  by  the  opposition  that  a  quota  system  wo\ild  not  successfully  control 
output  unless  the  tax  on  over-quota  milk  was  established  at  a  prohibitively 
high  level. 

The  non-government  dairy  stabilization  board;  It  was  contended  by  sponsors 
of  the  proposed  program  that  a  stabilization  board  made  up  of  persons  nominated 
by  milk  producers  and  consisting  primarily  of  dairy  farmers  could  more  effici- 
ently and  effectively  administer  a  dairy  price  support  and  sixrplus  disposal 
program  than  a  department  of  the  U.  S.  Government.  This  board  would  consist 
predominantly  of  men  engaged  in  the  biisiness  of  producing  mi3_k  and  the  remaining 
members  would  be  intimately  associated  with  milk  production  and  disposition. 
Therefore,  a  much  greater  familiarity  with  and  sympathy  for  the  problems  of  the 
dairy  farmer  could  be  expected  to  enhance  the  effectiveness  of  such  a  group  in 
handling  a  price  support  and  surplus  disposal  program  for  the  dairy  industry. 

At  the  other  extreme,  opponents  to  the  proposed  self-help  program  visualized 
the  board  as  an  independent  agency  not  subject  to  any  supervision  by  Congress, 
the  President,  or  the  Secretary  of  Agriculture,  but  given  extraordinary  powers 
to  "buy,  sell,  give  away,  hold,  store,  warehouse,  maniif acture ,  process,  service, 
package,  advertise,  and  transport  dairy  products."  Coupling  these  powers  with 
the  added  authorization  to  borrow  as  much  as  350  million  dollars  from  the 
Commodity  Credit  Corporation  without  security,  leads  the  opposition  to  conclude 
that  the  effect  of  HR  100^1-3  would  be  an  outright  grant  of  350  million  dollars 
of  Federal  Government  f\mds  to  an  independent  agency  authorized  to  do  pretty 
much  as  it  desired  in  the  acquisition  and  disposal  of  surplus  milk  and  in  the 
control  of  milk  production. 

Evaluation 

The  record  shows  that  in  1952,  with  a  90  percent  of  parity  support  level  for 
manufacturing  milk,  total  production  was  almost  11^.7  billion  pounds.  The 
same  year  farmers  sold  97,672  million  pounds  of  milk  at  an  average  value  of 
$4.68  per  hundredweight.  Only  3^  million  povinds  of  millc  equivalent  went  to  the 
government  under  the  support  program,  leaving  97^  32^  million  pounds  for  domestic 
consumption  (assuming  an  approximate  balance  between  exports  and  imports). 

In  1953^  farmers  increased  their  production  almost  6  billion  pounds  and  sold 
104,109  million  at  $4.19  Per  cwt.,but  dealers  sold  9^981  million  pounds  milk 
equivalent  to  the  government  \ander  the  support  program.  Therefore,  domestic 
consumers  took  only  94,128  million  po\mds  of  milk  even  though  the  unit  value 
to  producers  was  down  almost  50  cents  per  cwt.  Thus,  from  1952  to  1953  farmers 
increased  their  oiitput  and  sales  about  6  billion  pounds,  but  aH   of  this  increase 
plus  an  additional  4  billion  povinds  was  taken  by  the  government  under  the  support 
program. 
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In  195^4-^ sales  of  milk  increased  over  1953  almost  3  "billion  pounds,  and  the 
value  to  producers  again  declined  to  $3«Q6  per  himdredweiglit .  Government 
purchases  amounted  to  9^1^  million  pounds  and  domestic  consumers  got  97^570 
million  pounds,  almost  exactly  the  amount  that  they  took  in  1952  when  fanners 
received  82  cents  per  hxmdred  pounds  more  for  their  milk.  During  the  period 
from  1955  to  1957^  "the  quantities  taken  by  the  government  londer  the  loan  pro- 
gram declined  to  approximately  5  billion  poimds;  the  support  level  increased 
from  the  75  percent  of  parity  equivalent  of  the  marketing  year  195^-55  to 
between  80  and  85  percent  of  parity,  and  milk  production  continued  to  increase 
until  it  reached  126. k  billion  po\mds  in  1957*  As  a  consequence,  q\:iantities 
taken  by  consijmers  increased  from  approximately  95 '6  billion  po\inds  in  195^ 
to  almost  107  billion  pounds  in  1957*  However,  this  increase  in  domestic 
consumption  of  almost  10  billion  pounds  milk  equivalent  in  a  three-year  period 
occiirred  while  prices  received  by  producers  were  going  up  from  an  average  of 
$3.86  per  hundredweight  in  195^  to  $4.10  per  hundredweight  in  1957*  Thus, 
domestic  consumers  used  practically  the  same  qiaantity  of  milk  in  195^  when 
farmers  were  getting  $3 •86  per  hundredweight  as  they  did  in  1952  when  farmers 
were  getting  $4.68  per  hundredweight,  and  then  increased  their  consxmrption  by 
10  billion  poimds  in  a  three-year  period  while  the  farm  price  was  rising  from 
$3.86  per  hundredweight  to  $4.10  per  hundredweight.  Apparently,  the  change  in 
producer  returns  per  himdredweight  from  $4.68  down  to  $3.86  and  then  back  up 
to  $4.10  per  hundredweight  over  a  period  of  five  years  was  not  a  major  factor 
affecting  the  quantity  of  milk  taken  by  domestic  consumers  during  this  period. 
Similarly  milk  production  increased  steadily  from  114.7  billion  pounds  in 
1952  to  122  billion  poimds  in  1954,  while  the  average  return  to  producers 
declined  from  $4.68  per  hundredweight  to  $3.86,  and  contiLnued  increasing  to 
126.4  billion  poimds  in  1957  while  the  average  return  to  producers  went  up  to 
$4.10  per  hundredweight. 

Thus,  the  influence  of  unit  returns  on  production  was  exceedingly  slow  and 
even  contrary  to  expectation,  at  times,  while  the  up -swing  in  the  production 
cycle  ran  its  course  from  1952  to  1957. 

The  proposed  "self-help  program"  contemplated  no  change  whatever  in  the  actual 
method  of  supporting  producer  prices  at  whatever  level  was  determined.  There- 
fore, it  is  apparent  that  any  increase  in  the  support  level,  whether  it  be 
from  75  percent  of  parity  to  80  percent  or  to  90  percent  would  have  the  same 
effect  on  farm  income,  quantities  of  s\irplus  taken  by  the  government,  and  cost 
of  the  program  as  woxild  have  occurred  if  the  level  had  been  raised  xonder  the 
present  program.  Hence,  the  only  difference  in  farm  income  or  cost  of  the 
program  between  the  proposed  method  and  the  cxirrent  method  would  be  associated 
with  the  "self-help"  aspects  of  surplus  disposal. 

Since  the  proposed  legislation  would  have  required  a  deduction  of  25  cents  per 
cwt,  from  to1:al  milk  sales  in  the  United  States,  it  is  clear  that  if  the 
support  level  were  established  at  90  percent  of  parity  and  made  effective  at 
that  level,  farmers  would  automatically  receive  only  about  84  percent  of  parity 
for  their  product.  The  sitxmtion  would  be  identical  at  any  other  level  of 
support  which  might  have  been  established.  It  is  also  evident  that  the  pro- 
posed legislation  contemplated  limited  the  self-help  aspect  to  approximately 
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25  cents  per  cwt.   If  the  total  cost  exceeded  25  cents  per  cvt.  dioring  the 
first  year  of  the  program  the  additional  amount  would  have  come  from  Commodity 
Credit  funds  and  controlled  production  shoiild  be  implemented  during  the  second 
year,  or  any  subsequent  year,  if  the  anticipated  cost  was  to  exceed  25  cents 
per  cvt.  for  all  milk  sold. 

The  quota  system  proposed  was  to  discourage  "over-quota"  production  by  means 
of  penalty  assessments  for  all  over-quota  milk.  The  piorpose  of  this  control 
was  not  to  increase  producer  retiims  by  restricting  supply  to  the  point  that 
market  prices  would  be  enhanced,  but  rather  to  limit  the  quantity  of  surplus 
which  must  be  removed  from  the  market  by  severely  penalizing  any  increase  in 
this  qimntity  of  surplus  milk.  Therefore,  we  need  not  consider  the  possibility 
of  increasing  producer  returns  by  means  of  quotas  on  milk  production,  but  only 
the  administrative  feasibility  of  preventing  a  f\irther  expansion  of  output 
beyond  the  desired  level. 

Prior  experience  with  "closed  base"  quota  systems  has  not  been  too  encouraging 
as  one  contenqplates  the  administrative  feasibility  of  a  nationwide  quota  system. 
Each  individual  producer,  facing  a  horizontal  demand  cvocye   for  both  his  base 
and  his  excess  milk  plus  being  required  to  pay  a  severe  penalty  for  excess 
marketings,  will  seek  always  to  conrpare  his  average  returns  per  \mit,  base  milk 
plus  excess  milk,  with  whatever  he  figures  his  production  costs  are,  and  at 
the  same  time  attempt  to  reduce  unit  costs.  Therefore,  since  volume  is  often 
a  significant  factor  in  the  determination  of  unit  costs,  the  share  that  each 
farmer  has  in  the  total  market  becomes  extremely  important.  Since  the  contem- 
plated quota  will  be  based  upon  a  historical  precedent,  it  obviovisly  would  be 
favorable  to  established  producers,  particularly  those  already  operating  at  or 
near  their  capacity.  New  producers  would  be  penalized  severely  and  so  also 
would  producers  who  are  seeking  to  expand  their  size  of  operation.  If  large 
producers,  who  receive  large  bases,  are  already  operating  at  relatively  high 
efficiency  in  terms  of  output,  and  if  extremely  small  producers  were  exempt 
from  this  proposal,  it  would  place  a  considerable  burden  \jpon  all  farmers  who 
are  not  small  enou^  to  be  exempt  and  not  lar^  enough  to  be  competitively 
efficient  with  those  "vrtio  have  already  been  established  and  have  larger  bases. 

All  of  these  factors  have  been  in  evidence  on  fluid  milk  markets  wheire  closed 
base  quota  systems  were  tried,  and  have  contributed  to  the  adioinistrative 
difficulties  encountered  by  the  agencies  whose  responsibility  is  to  make  the 
program  effective  and  at  the  same  time  make  proper  adjustments  in  individual 
bases.  The  difficxilties  inherent  in  this  job  are  evidenced  by  the  current 
recollections  of  farmers  who  participated  in  such  programs  concerning  the 
extremely  large  bases,  which  in  their  opinion,  had  been  granted  to  some  of 
their  neighbors;  in  the  complaints  which  can  still  be  recalled  concerning  the 
failure  of  the  committee  to  make  proper  adjustments;  and  in  the  fact  that  most 
of  the  cooperatives  ^ich  attenqpted  to  administer  such  programs  were  very  happy 
to  abandon  the  effort  -v^en  demand  conditions  iniproved  following  the  depression 
of  the  1930's,  and  their  apparent  unwillingness  to  embark  upon  any  such  efforts 
since  that  time.  The  sponsors  of  H.R.  100^4-3  woxild  like  to  remove  the 
administration  of  this  proposal  from  the  Secretary  of  Agriciolture,  but  in  all 
probability,  the  actual  administration  of  the  "self-help"  program  would  not  be 
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materially  different  if  the  top  policy  were  directed  ty  an  independent  stabili- 
zation "board  compared  to  employees  of  the  U.  S.  Department  of  Agricultiire . 
-And,  in  fact,  it  is  quite  probable  that  many  of  the  persons  cxorrently  engaged 
in  handling  dairy  support  price  and  acgtmsition  matters  would  soon  be  employed 
by  the  stabilization  board. 

Conclusions 

The  proposed  self-help  program  woiold  have  the  same  impact  on  production, 
cons-umxrtion,  and  cost  of  surplus  disposal  as  the  existing  program  at  any 
established  level  of  support  price.  The  net  impact  on  producer  income  woiold 
be  several  hundred  million  dollars  less  each  year  as  producers  assumed  the 
cost  of  siorplus  disposal  at  least  to  the  equivalent  of  25  cents  per  hundred- 
weight on  all  milk  sold  per  year. 

It  is  probable  that  both  the  demand  for  and  the  supply  of  milk  and  dairy  prod- 
ucts are  somewhat  more  elastic  than  was  estimated  by  sponsors  of  the  proposed 
legislation,  but  considerably  more  inelastic  than  the  estimates  of  those  who 
were  in  opposition  to  the  self-help  program. 

The  major  economic  issue  was  associated  with  the  proposed  90  percent  of  parity 
support  price  and  sponsors  of  the  legislation  indicated  a  willingness  to  reduce 
this  level.  If  the  proposal  sho\LLd  be  reintroduced  in  the  coming  Congress,  at 
the  lower  level,  its  possibility  of  approval  by  the  administration  would  be 
enhanced  but,  in  my  opinion,  the  possibility  of  producer  approval  would  be 
materially  reduced.  It  is  doubtful  that  a  majority  of  the  milk  producers  of 
the  United  States  will  be  willing  to  accept  a  substantial  portion,  if  not  all, 
of  the  cost  of  surplus  disposal  \anless  their  income  is  at  the  same  time  rather 
considerably  increased  over  the  current  support  price  level. 

The  conflict  of  interest  between  agricult\jral  producers  as  individijals  and  as 
a  group  is  eqimlly  evident  among  dairy  farmers  as  it  is  among  producers  of 
other  agricultural  commodities.  Hence,  milk  producers  as  a  group  may  clearly 
recognize  the  desirability  of  limiting  output  in  order  to  reduce  the  quantity 
of  sxarplus  in  the  event  that  a  90  percent  of  parity  support  level  should  be 
established  bixt,  at  the  same  time,  each  individi;ial  farmer  would  make  every 
possible  effort  to  increase  his  own  output  up  to  the  point  that  he  was  certain 
his  hundredweight  returns  were  dangerously  near  his  cost  of  production.  This 
very  logical  reaction  of  individual  farmers  faced  with  a  perfectly  elastic 
demand  curve  for  their  milk  output  makes  the  administration  of  a  "closed  base" 
quota  system  extremely  difficult  and  xmrewarding  to  those  who  are  faced  with 
the  responsibility. 

It  is  doubtful  that  any  significant  advantages  would  be  achieved  by  setting  up 
a  stabilization  board  consisting  primarily  of  farmers  and  their  employees; 
however,  if  it  is  a  Constitutionally  valid  delegation  of  authority  from  Congress 
to  establish  such  a  board,  it  probably  would  work  just  as  effectively  as  the 
Department  of  Agriculture  after  it  gained  some  experience. 
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ThvLS,  it  appears  to  me,  that  fanners  have  relatively  little  to  gain  from  this 
proposal  imless  it  results  in  a  considerahly  higher  level  of  support  than 
could  be  made  effective  under  the  present  program;  and  if  the  level  is  reduced 
to  any  considerable  degree  below  the  proposed  90  percent  of  parity  it  is  quite 
likely  that  the  major  limitation  on  its  usef\ilness  wovG-d  be  the  difficulty 
in  getting  it  accepted  by  a  referendum  of  producers  even  if  the  enabling 
legislation  were  passed  by  Congress. 


CONCLUSIONS  AND  RECOMMENDATIONS 

On  self-help  dairy  marketing  programs 
and  marketing  orders 

Dairy  marketing  specialists  are  in  frequent  contact  with  members  of  the  dairy 
industry  who  have  an  interest  in  milk  marketing  orders  and  the  various  self- 
help  plans  which  have  been  seriously  proposed.  This  session  discussed  these  . 
orders  and  plans  and  the  role  of  specialists  in  explaining  them. 

Several  questions  were  discussed  in  connection  with  Federal  orders,  giving  an 
indication  of  the  topics  on  which  information  is  most  needed.  They  included: 
How  small  or  how  large  a  market  an  order  can  or  shoiild  cover,  how  premiums 
above  class  prices  affect  the  orders,  how  prices  are  related  to  the  supply  and 
sales  of  milk  in  a  market,  and  the  relationship  between  State  controls  and 
Federal  Tniik  marketing  orders.  It  was  agreed  that  producers  and  handlers 
accept  the  orders  better  as  the  orders  are  better  understood. 

The  principal  discussion  of  self-help  plans  centered  on  the  production  control 
features.  It  was  the  concensus  that  it  was  more  appropriate  for  State 
departments  of  agriculture  to  promote  increased  sales  and  consumption  of  dairy 
products  directly  and  thro\;igh  improving  quality,  rather  than  to  be  involved  in 
production  controls. 


RECENT  RESEARCH  FINDINGS  ON  EFFECTIVENESS  OF  PROMOTIONAL 
PROGRAMS  IN  EXPANDING  OUTLETS  FOR  MILK  AND  DAIRY  PRODUCTS 

George  H.  GoldsboroiAgh 
AMS,  U.  S.  Department  of  Agriciolture 

Thank  you  for  asking  me  to  appear  again  on  yo\ir  annual  workshop  program.  As 
you  may  know,  I  spent  some  little  time  on  Bill  Crow's  staff  helping  to  service 
the  matching  fund  program  and  in  that  time  became  quite  impressed  with  the 
work  you  are  doing  and  its  future  potential. 

In  the  past  year,  we  in  the  Market  Development  Branch  have  had  the  opportunity 
to  work  closely  with  the  American  Dairy  Association,  the  l^lk  Industry  Founda- 
tion, local  milk  dealers,  and  others  in  testing  and  measioring  the  impact  of 
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promotional  programs  on  sales  of  milk  and  dairy  byproducts.  For  the  most  part, 
these  efforts  have  heen  conducted  on  a  local  basis.  We  felt  that  if  it  were 
possible  to  clearly  demonstrate  in  one,  or  at  the  most  foior  or  five  cities 
that  a  specific  promotional  approach  would  result  in  a  significant  sales 
increase,  organizations  in  other  areas  might  follow  suit,  and  the  effort  might 
become  State,  regional,  or  possibly  national  in  scope.  Thus,  virtixally  all 
the  promotional  efforts  to  which  I  will  shortly  devote  my  attention  were  of 
the  scope  that  would  be  manageable  by  State  Departments  of  Agriculture. 

Two  fl\iid  milk  byproducts  on  which  we  have  recently  conducted  research  aimed 
at  measuring  the  sales  effect  of  special  promotions  are  sour  cream  and  cottage 
cheese . 

The  study  of  the  market  expansion  possibilities  of  soiur  cream  was  undertaken 
because  the  consumption  of  this  product  is  low  nationwide,  but  from  fragmentary 
data  seems  to  be  increasing.  This  product  (l8  percent  fat)  also  offers  some 
promise  of  helping  to  halt  the  decline  in  the  use  of  butterfat.  In  addition, 
we  understand  that  local  dairies  are  quite  interested  in  boosting  sales  of 
so\jr  cream  because  it  carries  a  relatively  high  markup. 

The  market  selected  for  the  test  was  Des  Moines, Iowa,  where  consiompbion  of 
cultured  sour  cream  was  found  to  be  low  compared  with  larger  metropolitan 
areas.  The  American  Dairy  Association  underwrote  the  cost  of  promotion  and 
the  Milk  Industry  Foundation  helped  obtain  the  cooperation  of  local  dairies 
in  providing  sales  data  and  coordinating  sales  efforts. 

The  intensive  promotional  campaign  was  laxmched  in  August  1957, hy  the  American 
Dairy  Association  with  the  participation  of  local  dairies.  Newspapers, 
television,  in-store  promotional  materials,  and  leaflets  and  recipe  booklets 
were  used  in  the  campaign.  Using  the  week  ending  July  27  as  a  base,  total 
sales  of  cTAltured  sovo:   cream  increased  an  average  of  k2   percent  dioring  August 
with  a  high  point  of  59  percent  over  the  base  in  the  third  week.  For  the  nine- 
week  period  following  the  promotion,  an  average  increase  of  19  percent  was 
maintained,  even  though  the  seasonal  appeal  of  the  use  of  sour  cream  as  a 
summer  salad  no  longer  applied  and  the  normal  Thanksgiving  and  Christmas 
holiday  upturn  was  not  yet  evident. 

This  next  transparency  shows  total  sales  of  cultured  sour  cream  during  and  after 
the  promotion  when  compared  to  the  same  period  of  a  year  earlier.  Sales  for 
the  period  July-October  1957^ totaled  33.1  thousand  po\inds,  an  increase  of  80 
percent  over  July-October  1956.  However,  you  will  note  that  the  post-promotion- 
al gains  (September  and  October)  were  slight  compared  with  projected  sales 
trend  but  still  were  about  one-fifth  above  sales  in  September-October,  a  year 
earlier.  As  you  can  see,  the  market  for  this  product  in  Des  Moines  is  expand- 
ing, which  may  mean  that  it  is  catching  the  public  fancy,  and  promotion  can 
help  speed  this  trend. 

Looking  at  August  alone,  we  see  that  sales  in  1957  (10,000  poimds)  were  up  about 
130  percent  over  a  year  earlier,  and  even  after  adjiistment  for  projected  sales, 
the  gain  was  about  one-third. 
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Before  we  leave  this  chart,  I  woxild  like  to  point  out  a  post-promotional  sales 
trend  that  has  shown  up  in  several  other  research  efforts  designed  to  meas\ire 
short-run  effects  of  promotional  campaigns  for  agricultural  products.  You  wi3J. 
notice  the  dip  in  sales  in  September-October  1957  following  the  promotional 
period.  Some  of  this,  particularly  the  October  dip,  could  be  ascribed  to 
seasonal  factors  but  of  more  importance  is  the  indication  that  promotional 
efforts  are  oftentimes  followed  by  contractions  in  the  sales  ciirve;  perhaps, 
we  borrow  a  bit  from  the  immediate  futxire.  Thus,  in  the  short  run,  promotion 
seems  to  stimxilate  sales  and  could  be  quite  useful  in  moving  temporary  seasonal 
surpluses  of  specific  commodities.  Continuous  efforts  are  probably  needed  to 
maximize  sales,  though  to  date  we  have  not  researched  this  aspect.  Next  year, 
we  hope  to  have  some  answers  on  the  intermediate  and  long-run  effects  of 
promotion. 

The  cultured  sour  cream  study  in  Des  Moines  included  an  evaluation  of  home- 
makers '  use  of  the  product  and  their  awareness  of  the  promotional  campaign.  For 
this  purpose,  homemakers  were  interviewed  in  Des  Moines  and  suburbs  from  October 
2  through  November  ^,   1957 •  Three  homemakers  in  five  said  they  had  noticed  one 
or  more  aspects  of  the  special  promotional  program  in  August  1957*  A  larger 
proportion  of  purchasers  of  so\ir  cream  were  aware  of  the  campaign  than  non- 
purchasers.  Only  a  very  small  proportion  of  households  reported  receiving 
leaflets  or  a  "sales  talk"  on  sour  cream  from  their  routeman  or  noticed  displays 
in  retail  food  stores. 

Family  size  and  homemaker's  age  did  not  appear  to  influence  \ise.  Striking 
differences  were  noted  in  use,  however,  among  different  income  and  educational 
groups.  Lower  income,  less  educated  homemakers  were  much  less  likely  to  buy. 
And  about  half  of  the  homemakers  who  had  not  vised  sour  cream  gave  a  reason 
which  indicated  lack  of  knowledge  on  how  to  use  the  product — but  only  one  in 
six  thought  the  product  was  too  e35>ensive. 

The  sour  cream  study  points  up  the  possibility  of  expanding  consumption  of 
dairy  products  such  as  soxir  cream  through  coordinated  promotional  efforts.  The 
consvuner  survey  shows  more  clearly  the  character  of  the  consumer  market  for  the 
product  and  indicates  ways  in  which  promotional  programs  may  be  designed  or 
redirected  to  achieve  better  results.  A  final  report  on  this  work  will  be 
available  in  the  near  future. 

In  the  spring  of  1958,  a  similar  study  with  much  broader  coverage  was  conducted 
on  cottage  cheese.  Cottage  cheese  is  another  product  in  which  the  consumption 
trend  nationally  is  on  the  increase.  First,  some  background.  This  transparency 
shows  per  capita  consumption  of  cottage  cheese  (household  only)  by  regions  in 
the  last  qiiarter  of  1955,  next  to  the  last  period  for  which  regional  information 
is  available.  Consumption  ranged  from  a  low  of  about  0.2  po\md  per  person  in 
the  south  to  about  1.3  poionds  on  the  Pacific  Coast.  Even  though  the  last  quarter 
of  the  year  tends  to  be  at  a  lower  level  than  other  q\iarters,  the  relationships 
between  regions  are  felt  to  be  reasonably  firm.  Multiplying  by  foixr,  consump- 
tion in  homes  on  the  Pacific  Coast  approximated  more  than  five  po\inds  per  person 
for  the  year.  Unofficial  estimates  place  current  consumption  in  California 
throx:igh  all  outlets  at  seven  to  eight  pounds  per  capita. 


The  cottage  cheese  research  included  a  study  of  its  market  potential,  the  use 
of  merchandising  techniques,  and  effects  of  special  promotional  campaigns  at 
the  local  level  in  selected  cities  in  two  areas  of  the  country — the  Southeast, 
a  low-consuming  area,  and  the  Midwest,  a  high-consuming  area.  The  Lenten  period 
was  chosen  as  the  promotional  period.  One  city  in  each  area  seized  as  a  control 
in  that  no  special  local  promotional  efforts  were  ijndertaken.  Local  dairies 
in  the  test  cities  conducted  most  of  the  special  promotional  activities. 

Findings  rrom  this  study  are  still  in  the  preliminary  stage.  However,  let  us 
look  in  some  detail  at  the  Atlanta,  Ga.,  market,  one  of  the  promotional  cities 
in  the  past  Lenten  season — Febr\mry  and  March  1958 — its  market  characteristics 
relative  to  cottage  cheese  and  the  influence  of  the  promotion. 

During  January  1957-May  1958^  about  80  percent  of  all  cottage  cheese  sales  were 
made  through  noninstitutional  outlets — mainly  stores  and  home  delivery.  But 
the  important  thing  is  that  only  five  of  this  80  percent  was  made  through  the 
home  delivery  outlet.  This  indicates  a  target  area  for  further  expansion  of 
cottage  cheese  sales  in  Atlanta.  Nationally,  it  is  estimated  that  about  12 
percent  of  the  cottage  cheese  is  sold  on  home  delivery  routes. 

The  major  portion  of  cottage  cheese  was  sold  in  12-o\mce  containers  in  the 
Atlanta  area.  The  small  amounts  of  cottage  cheese  (lower  right  of  chart)  sold 
during  the  promotional  period  in  ik   and  9^-   ounce  \mit  sizes  reflect  special 
deals  in  conjunction  with  promotional  activities.  One-pound  packages  were 
offered  by  about  60  percent  of  the  dairies,  but  none  offered  the  two-pound 
packages.  This  chart  raises  the  question,   "Could  sales  of  cottage  cheese  be 
boosted  by  making  one-and  two-pound  units  readily  available  to  cbnsxomers?" 
Prior  research  on  packages  for  a  number  of  products  indicates  that  variety  in 
package  size  can  be  a  real  sales  stimulant. 

Per  capita  consumption  of  cottage  cheese  in  the  Atlanta  metropolitan  area  dur- 
ing 1957  ■was  about  1.8  pounds.  For  the  first  five  months  of  1958,  which 
embraces  the  promotional  period,  the  annual  per  capital  consumption  was  about 
two  poxinds,  up  about  three  percent  from  a  year  earlier.  It  should  be  pointed 
out,  also,  that  this  indicated  rate  is  only  slightly  more  than  one-fourth  the 
rate  of  7*3  to  7*8  pounds  found  in  the  three  Midwestern  cities  included  in 
this  study  (Des  Moines,  Omaha,  and  South  Bend). 

Through  the  cooperation  of  the  Georgia  Agricultioral  Ejsperiment  Station,  infor- 
mation was  obtained  from  the  Atlanta  Consxamer  Panel  for  17  weeks  in  1957  and 
1958  starting  in  mid- February  of  each  year.  The  panel  is  composed  of  about 
300  families  whose  characteristics  are  reasonably  representative  of  the  families 
in  the  Atlanta  metropolitan  area.  Looking  at  this  chart,  which  combines 
indications  for  1957  and  1958,  we  see  that  60  percent  of  the  families  buying 
cottage  cheese  one  or  more  times  made  over  $4,000  per  year  but  only  37  percent 
of  the  families  in  the  panel  fall  into  this  income  category.  On  the  other  hand, 
only  12  percent  of  the  families  with  incomes  under  $2,000  bought  cottage  cheese 
compared  with  25  percent  of  all  panel  families  falling  into  this  category. 
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About  80  percent  of  the  families  biiying  cottage  cheese  were  white.  This 
compares  with  62  percent  white  families  in  the  \miverse. 

Thus,   it  appears  that  race  and  income  are  important  factors  in  the  consumption 
of  cottage  cheese  in  the  Atlanta  market.  This  indicates  to  handlers  of  cottage 
cheese  and  their  advertising  agencies  some  of  the  possible  "target  areas"  in 
their  efforts  to  boost  sales.  It  also  presents  other  questions  such  as  why 
these  factors  are  iioportant  and  what  role  consumer  education  could  play  in  this 
matter . 

The  next  transparency  shows  actual  sales  of  cottage  cheese  from  January  I957 
throu^b  May  1958-  Note  the  peaks  in  the  total  and  noninstitutional  lines 
coinciding  with  Lenten  promotional  campaigns  in  1957  and  I958.  It  shoxild  be 
pointed  out  here  that  Lent  has  become  a  normal  cottage  cheese  promotional  period 
in  most  areas.  This  is  the  first  attempt  we  know  of  to  measure  the  narketwide 
effect.  As  you  can  see  from  the  transparency,  the  product  was  promoted  to 
some  extent  during  the  I957  Lenten  period.  The  peak  in  sales  in  1958  came  a 
little  earlier  in  the  year  than  in  1957.  Observe  the  relative  stability  in 
the  institutional  line  compared  with  the  others. 

Sales  d;aring  the  February-March  1958  period  were  about  10  percent  higher  than 
a  year  earlier,  followed  by  a  sharp  drop  in  April  I958  compared  to  April  1957. 
Keep  in  mind,  however,  that  in  I957  Lent  ended  later  in  April  and  this  probably 
accounts  in  some  measxire  for  the  drop.  Sales  in  January  and  May  were  about  the 
same  each  year. 

These  figures  illustrate,  as  did  those  on  sour  cream,  that  promotional  efforts 
in  the  short  run  can  stimulate  sales  but  that  sustained  efforts  may  be  necessary 
to  maintain  this  higher  level  to  something  near  what  is  foimd  in  some  of  the 
higher  consuming  areas. 

Let  us  examine  some  data  relative  to  market  development  for  fluid  milk.  As 
many  of  you  may  know,  a  dramatic  increase  has  been  occurring  in  whole  milk 
purchases  in  half -gallon  containers  with  an  almost  accompanying  drop  in  sales 
in  single  quarts.  This  shift  has  been  occurring  in  all  regions,  but  sharp 
differences  exist  between  regions  in  the  amount  of  milk  being  purchased  in 
multiple -quart  containers.  For  example,  buying  of  whole  milk  in  half -gallons 
in  the  North  Central  and  Mountain-Southwest  areas  amounted  to  57  and  68  percent, 
respectively,  of  total  purchases  in  each  region  during  April- June  1958.  Just 
under  half  of  all  whole  milk  pxirchases  in  the  South  were  in  two-quart  containers 
as  contrasted  to  only  one-fifth  in  the  Northeast.  To  attract  customers  to  this 
merchandising  change  of  multiple -quart  containers,  milk  in  larger  containers  is 
often  sold  at  a  lower  imit  price  and,  in  many  cases,  advertising  campaigns  are 
undertaken  to  make  consumers  aware  of  the  advantages  of  larger  unit  pxirchases. 

Another  important  indication  from  this  chart  is  the  apparent  leveling  off  in 
the  trend  toward  larger  size  containers.  Market  restrictions,  namely,  the 
banning  of  multiple-quart  containers,  and  the  fact  that  in  some  areas  there  is 
little  saving  to  the  cons\amer  in  buying  the  larger  containers  have  been  deterring 
factors  in  this  trend. 
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The  consTjmption  of  whole  milk  is  increasing  at  a  faster  rate  per  capita  in  the 
South  and  Moimtain-Southwest  regions  where  milk  purchases  have  shown  the 
greatest  shift  from  single-quart  to  half -gallon  containers.  However,  consump- 
tion rates  in  these  two  regions  are  below  the  national  average. 

Recent  research  findings  on  the  effects  of  the  Special  School  Milk  Progrsim 
should  he  of  considerable  interest  to  you.  When  the  Special  School  Milk  Program 
was  placed  in  operation  in  Los  Angeles  in  September  1955,  consumption  increased 
68  percent  in  elementary  schools  and  more  than  doubled  in  junior  high  and  senior 
high  schools.  The  size  of  container  was  increased  from  a  half -pint  to  one-third 
qi:iart  at  the  time  the  Special  Milk  Program  was  initiated.  In  elementary  schools, 
prices  were  reduced  from  six  cents  a  half -pint  (eight  cents  per  one-third  quart 
equivalent)  to  five  cents  for  one-third  quart.  Price  reductions  in  secondary 
schools  were  even  sharper,  percentagewise,  than  in  elementary  schools. 

In  St.  Louis  schools,  the  School  Milk  Program  was  also  effective.  Average  daily 
milk  consumption  per  pupil  in  elementary  schools  rose  50  percent  under  the  pro- 
gram and  doubled  in  high  schools.  As  in  Los  Angeles,  an  important  factor  in 
the  increased  level  of  consimiption  was  the  sharp  drop  in  price.  For  example, 
prices  per  one-half  pint  of  milk  in  St.  Louis  elementary  school  cafeterias  imder 
the  program  were  three  cents  compared  with  seven  and  one-half  cents  a  half  pint 
before  the  program  was  initiated. 

In  general,  increases  in  consiomption  were  largest  among  children  attending 
schools  in  districts  with  low  incomes.  In  both  studies  it  was  found  that 
increased  frequency  of  milk  service  influenced  consumption  favorably. 

A  study  recently  completed  in  Berkeley  Coimty,  West  Virginia,  (cooperatively 
with  West  Virginia  University)  showed  that  over  half  of  the  sales  through  milk 
vending  machines  were  "plus"  sales,  indicating  that  the  introduction  of  such 
machines  can  expand  the  total  market  for  milk  and  not  merely  cause  a  shift  from 
other  methods  of  sale.  In  this  research,  we  were  fortimate  in  having  a  market 
in  which  there  were  no  machines  prior  to  the  study.  With  the  cooperation  of 
vending  machine  companies  and  the  American  Dairy  Association,  we  were  able  to 
install  machines  at  varioxis  locations  and  measiire  the  effect  on  per  capita 
consxamption  on  a  marketwide  basis.  Of  employees  having  access  to  the  mdlk  vend- 
ing machines,  63  percent  bought  milk  from  the  machines  during  working  ho\irs;  but 
previous  to  installation  of  the  machines,  only  19  percent  had  broxoght  milk  in 
from  the  outside  to  drink  during  working  hoiirs. 

Althovigh  milk  vending  does  offer  possibilities  in  expanding  milk  markets,  cer- 
tain cautions  are  in  order.  Location,  type  of  work,  and  other  factors  can  have 
wide  effects  on  sales  of  milk  throxigh  vending  machines.  Also,  the  research 
indicated  that  if  machines  do  not  break  even  in  the  first  few  months  of 
operation  they  are  not  apt  to  later. 

A  study  was  just  completed  in  Chicago  to  measure  the  impact  of  the  introduction 
of  improved  nonfat  dry  milk  on  household  consumption  of  fluid  and  evaporated 
milk.  As  you  know,  this  has  important  implications  since  producers  receive 
higher  returns  from  fluid  than  manufactured  milk.  The  analysis  patterns  show 


that  nonfat  dry  milk  is  not  substituted  to  any  appreciable  degree  for  the  fresh 
or  evaporated  product  and  thus  expemds  the  total  consumption  of  dairy  products. 

We  are  also  preparing  for  publication  a  study ^  conducted  in  Chicago,  analyzing 
the  effectiveness  of  one-cent  sales,  coupons,  two-for-one  offers,  and  other 
"special  deals"  on  urban  household  purchases  of  butter  and  margarine,  shorten- 
ing, salad  and  cooking  oils.  The  study  was  \andertaken  to  provide  some  answers 
in  a  number  of  areas  including:  (l)  Extent  of  consumer  participation  in  deals; 
(2)  influence  of  deals  in  inducing  first  piorchases;  (3)  interproduct  substitutes 
as  a  resiilt  of  deals;  and  (k)   the  role  of  deals  in  stimulating  larger  total 
consumption  of  food  fats  and  oils. 

Some  of  the  preliminary  findings  indicate  a  virtual  nonexistence  of  consumer 
deals  in  the  purchase  of  butter;  a  relatively  small  ninnber  of  heavy-dealing 
families  accoimted  for  disproportionately  large  shares  of  all  reported  deals 
and  perhaps  the  primary  role  of  consumer  "deals"  for  food  fats  and  oils  is 
simply  to  stimulate  interest  in  a  new  brand  or  help  to  pers\aade  housewives  to 
repurchase  a  product  or  a  brand  not  purchased  for  many  months. 

I  have  presented  briefly  some  recent  research  findings  on  dairy  products. 
Some  of  the  areas  of  research  we  are  planning  to  attack  in  the  near  future  are 
longer  run  evaluations  of  the  effectiveness  of  advertising  and  promotion, 
further  work  to  assess  the  net  effects  of  increased  school  milk  consxamption, 
investigation  of  the  impact  of  ice  milk  and  soft  frozen  dairy  desserts  on 
total  consumption,  the  types  of  merchandising  materials  most  xiseful  to  route 
deliverymen  in  moving  increased  quantities  of  fluid  milk,  cottage  cheese, 
sovr   cream,  and  other  products,  and  market  development  possibilities  of  low- fat 
fl\iid  dairy  products. 

HOW  TO  IMPROVE  DAIRY  PRODUCTS  PROMOTION  PROGRAMS 

Shelby  A.  Robert,  Jr. 
American  Dairy  Association 

Mr.  Robert's  presentation  consisted  of  a  film  and  his  commentary  about  the 
salient  points  depicted.  These  points  were: 

Our  research  on  flxiid  milk  indicates  that  o\ir  basic  targets  are  those  markets 
for  beverage  use,  selling  to  adults,  and  improving  social  acceptance.  There 
are  a  niimber  of  serioxis  problems  in  the  expansion  and  selling  of  flvild  milk- 
social  acceptance,  availability  (physical  and  psychological),  heavy  competitive 
sales  advertising,  and  unwarranted  nutrition  concepts. 

The  American  Dairy  Association  fluid  milk  program  has  designed  its  targets  to 
reach  the  adult  market  and  to  improve  social  acceptance.  Beverage  uses  are 
promoted  exclusively. 

The  same  general  approach  is  taken  in  the  development  of  an  advertising, 
merchandising,  and  public  relations  program  for  each  product.  Research  defines 
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the  targets  and  objectives  and  interprets  these  ohjectives  into  an  operating 
marketing  program. 

CONCLUSIONS  AND  RECOMMENDATIONS 

On  how  to  increase  the  \ise  of  milk  and 
dairy  products  in  your  State 

Abundant  promotional  materials  and  plans  of  action  based  on  long  experience 
and  timely,  well-chosen  research  studies  are  available  for  \ise  by  State 
department  of  agriciolture  workers.  Depending  on  the  objectives  of  each  State 
program,  materials  can  be  chosen  from  among  several  sources.  American  Dairy 
Association  and  national  and  local  dairy  coxincils  provide  materials  for  indus- 
try-wide efforts.  Programs  of  national  and  State  trade  associations,  univer- 
sities and  private  groups  also  have  had  a  place  in  promotional  programs  which 
were  discussed  by  this  group.  State  department  of  agriculture  workers  can  use 
these  resources  in  working  with  sales  managers,  route  supervisors,  and  driver- 
salesmen  of  dairy  companies,  and  corresponding  officials  of  retail  store 
organizations . 

Following  are  some  of  the  activities,  discussed  by  the  group,  which  marketing 
specialists  can  participate  in: 

Promotion  of  special  milk  programs  in  schools. 

Support  of  promotions  featured  in  Dairy  Farmers'  Almanac  by 
American  Dairy  Association. 

The  use  of  National  Dairy  Council  teaching  aids  to  make  milk  break 
times  a  teaching  tool. 

Driver  training  to  make  home  delivery  the  effective  selling  tool  it 
can  and  shoxild  be. 

Encouraging  eating  establishments  to  feat\ire  milk  and  dairy  products 
more  effectively  in  their  food  service. 

S\jrveys  and  other  assistance  in  getting  wider  use  of  milk  vending 
machines  and  dispensers  in  homes,  factories,  schools  and  other  such 
places . 

Applying  the  results  of  market  tests  in  which  concentrated  promotional 
programs  were  carried  out  on  selected  products. 
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OFPORTUITITIES  FOR  REDUCING  MILK  HAHDLIHG 

AND  PROCESSING  COSTS 

Charles  E.  French 
Purdue  University 

This  will  be  essentially  a  broad  survey  of  suggested  opportunities.  No  attempt 
will  be  made  to  confine  the  survey  to  opportunities  dependent  upon  research 
already  available  or  imderway.  Yet,  it  will  not  be  mere  dreaming  of  >rtiat  might 
be  opportunities.  Service  workers  can  act  now  to  capitalize  upon  most  of  these 
opportunities  either  through  existing  research  or  through  answers  which  should 
be  forthcoming  in  a  progressive  service  program. 

This  survey  will  be  couched  in  terms  of  the  operating  statement  breakdown  of 
plant  costs.  I  will  emphasize  fluid  operations  but  most  of  \rtiat  I  say  is  equally 
applicable  to  fluid  or  manufactviring  operations.  As  orientation,  I  would  like 
to  draw  on  a  breakdown  of  costs  reported  by  a  rather  large  group  of  above- 
average  independent  plants  of  varying  size  scattered  throioghout  most  of  the 
United  States  (table  l). 

My  remarks  will  be  directed  at  opportunities  for  cost  reduction  in  the  major 
cost  areas.  This  does  not  imply  that  there  are  not  impoirtant  savings  in  many 
of  the  minor  cost  areas;  however,  other  things  being  eqxoal,  economic  prudence 
says  work  where  the  greatest  opportimities  lie. 

Sales  income  is  not  a  cost  area,  but  one  comment  seems  in  order  here.  Plants 
should  probably  expect  the  vmit  sales  return  in  fl\iid  milk  to  decline  relatively 
to  many  other  commodity  and  cost  -unit  values.  Fluid  milk  will  probably  reduce 
service  value  relative  to  product  value — a  trend  opposite  that  in  food  indixs- 
tries  in  general.  This  is  based  on  the  high  relative  service  costs  on  milk 
traditionally  and  the  trends  in  recent  years  away  from  some  of  these  services. 
However,  manufactured  dairy  products  will  probably  continue  to  add  services 
relative  to  product,  and  a  relative  unit  retiim  reduction  is  not  expected  here. 

Milk  and  Other  Ingredients 

Milk  is  the  main  outlay  item  (currently  about  one -half  of  the  sales  dollar)  in 
dairy  plant  operation  -  a  fact  so  easily  overlooked.  Other  ingredients  are 
actually  almost  insignificant  costwise  relative  to  milk.  Other  ingredient 
costs  will  increase  relatively,  however,  and  a  manager  must  keep  his  eye  on 
them.  Some  cost  reduction  is  possible  in  minor  ingredient  selection  and  control 
with  good  methods  which  eliminate  loss,  control  optimum  quantities,  and  provide 
for  substitution  of  lower  cost  sources  where  they  are  available. 

The  leverage  for  savings  in  pn'"!^  loss  in  a  plant  is  almost  unbelievable.   The 
average  milk  loss  in  a  good  fl\iid  operation  is  probably  slightly  under  2  percent. 
Federal  orders  generally  put  losses  of  more  than  2  percent  in  Class  I  utiliza- 
tion to  protect  farmers  against  poor  plant  procedures.  However,  the  range  in 
fat  loss  percentages  among  plants  is  extremely  wide,  and  it  is  not  imusual  for 
such  losses  to  exceed  5  percent  for  extended  periods  of  time.  (Chart  1,  fig. 13) 
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Table  1. — Costs  and  margins  for  selected  dairy  firms:  Per  100  po\uids  of 
milk  and  cream  processed,  for  selected  periods 


Accotmt 


1953 


1955 


1957 


1958 


Janxoary- 
lyfe.rcli 


April- 
June 


:  Pol. 

• 

Net  sales :  11.12 

Cost  of  raw  materials:    : 

Raw  milk  and  cream :  5*^3 

Other ;  .90 

• 

Total :  6.33 

Gross  margin :  ^ .  79 

« 

Operating  Cost:  : 

Salaries,  wages,  and   : 

commissions  \J           :  2.,1S 

Containers :  .62 

Operating  supplies :  .32 

Repairs,  rent;  and       : 

depreciation :  .52 

Taxes :  .  06 

Insiirance :  .02 

Services :  .19 

Advertising :  .15 

General :  .13 

Total :  h.2.0 

Net  margin   2/         :  .59 

Firms  reporting :  51 


Pol. 
10.95 

5.12 
.9^ 


6.05 
4.91 


2.28 
.70 
.32 

.60 
.06 
.Oh 
.18 
.18 
.li^ 


U.50 
83 


Pol. 

11.15 

5.1^ 
.87 


Pol. 

11.01 

5.22 
.82 


6.01 
5.1^ 


2.50 

.71 
.29 

.67 
.06 
.Oh 

.17 
.18 

.15 


6.0if 
4.97 


2.51 
.70 
.30 

.GG 
.06 
.Oh 
.15 
.17 
.15 


If.  77 

.37 

80 


i^.73 
80 


Pol. 


10.96 

4.81 
.97 


5.78 
5.18 


2.56 
.70 
.29 

.67 
.06 
.05 
.17 
.19 
.15 


if.84 

>lh 

80 


1/  Includes  State  unemployment.  Federal  old  age,  workmen's  compensation, 
and  employee  benefits. 

Zj  Net  returns  to  owners  before  income  taxes. 

Source:  U.  S.  Pepartment  of  Agriculture. 
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illustrates  the  annxial  volvaae   increases  necessary  to  offset  increases  in  fat 
loss  with  reasonable  profit  percentages  and  fat  costs.) 

Factors  which  affect  fat  loss  make  an  imposing  list.  A  few  of  these  include: 
(l)  Bad  sampling,  (2)  inaccurate  weights,  (3)  poor  standardization,  (k)   general 
leakage  and  spillage,  (5)  bottle  breakage  and  leaks,  (6)  overfilling,  (7)  poor 
salvage  on  returns,  (8)  theft  and  pilferage,  (9)  evaporation,  (lO)  poor  control 
of  donations,  and  (ll)  product  spoilage. 

Salaries,  Wages,  and  Commissions 

The  next  most  important  outlay  item  after  milk  is  labor  (currently  about  one- 
fourth  of  the  sales  dollar  or  one-half  of  the  gross  margin) .  This  is  a  broad 
category  and  we  do  not  have  good  bireakdowns  of  this  by  labor  types,  but  we  can 
probably  expect  about  one  nickel  of  each  sales  dollar  to  go  for  administration 
costs.  Also,  the  selling  and  delivery  labor  costs  are  much  more  than  the  plant 
labor  costs.  One  helpful  comparison  here  is  the  fact  that  the  plants  above  may 
be  expected  to  have  total  plant  expenses  of  about  1?  cents  of  each  sales  dollar 
and  selling  and  delivery  expenses  of  about  23  cents.  Selling  and  delivery 
expenses  are  made  up  of  a  much  higher  proportion  of  labor  than  are  plant 
expenses . 

However,  plant  labor  savings  are  important.  Starting  in  the  receiving  opera- 
tions, probably  the  major  considerations  today  involve  handling  dual  intakes. 
Especially  in  small  plants,  100  percent  bulk  receiving  will  reduce  receiving 
costs  substantially.  One  study  at  Minnesota  placed  reasonable  savings  for  a 
^,000  po\mds-per-day  plant  at  22  cents  per  hxondredweight,  a  75,000-pounds  plant 
at  11  cents  and  a  160, 000- pounds  plant  at  7  cents.  Our  studies  would  suggest 
that  these  may  be  quite  realistic  as  an  average  and  some  plants  can  e:qpect 
much  higher  savings  than  these. 

Many  plants  cannot   convert  100  percent  to  b\ilk,  however,  and  must  live  for 
some  time  with  dual  facilities.  Our  studies  suggest  that  a  plant  receiving 
75^000  pounds  or  less  shoxild  consider  only  one  man  in  the  receiving  room.  Two 
men  with  assistance  for  cleanup  shovild  be  able  to  handle  up  to  225,000  pounds. 
Three-  and  four -man  crews  in  receiving  rooms  are  generally  inefficient.  When  a 
volume  is  only  slightly  above  a  crew  breakover  point,  attempts  shoiild  be  made 
to  schediole  these  men  for  additional  work,  often  in  bulk  milk  receiving. 

Processing  is  moving  toward  automation.  Possibilities  do  exist  for  labor 
efficiencies  with  present  eqmpment.  For  example,  bottling  crews  in  progressive 
plants  have  been  essentially  cut  in  half  in  recent  years  by  rearrangement  of 
bottling  machines  and  use  of  accumulating  tables.  Well  placed  conveyors  and 
proper  location  of  switches,  small  tools,  and  dials  allow  meaningfiiL  savings. 
However,  plant  processes  suggest  large-scale  automation.  Cleaning  has  been 
aiitomatized  in  some  plants.  Generally,  continuo\is  processing  gives  us  many 
advantages  over  batch  processing.  However,  the  need  is  for  a  thorough  evalu- 
ation of  the  automation  potential. 
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The  opportunities  for  cost  reduction  will  depend  somewhat  upon  the  attitude  of 
labor  xinions.  More  important,  however,  will  he  the  attitude  of  people  working 
for  cost  reduction  in  processing  plants  themselves.  Food  industries  were  among 
the  last  to  industrialize.  Food  processes  were  simple  and  did  not  need 
industrialization,  hut  the  industrial  machinery  industries  had  more  lucrative 
markets  elsevhere.  I  fear  that  food  will  again  be  the  last  to  automatize  unless 
the  indxistry  solves  a  few  technical  problems  and  presents  a  lucrative  market 
for  the  automatic  control  industry  to  exploit. 

Another  big  area  of  plant  labor  use  lies  in  the  storage  and  loadout  departments. 
Cramped  storage  areas  have  been  a  big  problem.  Our  work  shows  that  stacking 
casee  one  to  six  high  takes  a  fairly  constant  labor  input  per  case.  However, 
if  we  go,  say  10  high  rather  than  six  high,  oxir  labor  reqxiirements  go  up  21 
percent  in  order  to  get  GG  percent  more  cases  stored.  Such  infonnation  is 
useful  in  evalxjating  new  storage  areas  aind  refrigerated  delivery  trucks. 

Another  problem  in  this  area  has  been  in  speed-up  of  loadout.   Recently,  6 
out  of  21  of  our  plants  with  more  than  30,000  pounds  daily  intake  were  found 
to  use  dolly  loado\it.   These  systems  have  been  put  in  for  speed  and  on  the 
surface,  the  systems  look  fairly  efficient.  However,  the  pre-assembly  time 
necessary  to  prepare  the  dolly  loads  reduces  the  efficiency  of  these  operations 
much  below  the  conveyor  systems.  Cost  reduction  seems  possible  here  now, 
especially  since  we  have  refrigerated  trucks. 

Savings  in  plant  labor  add  up.  Feasible  labor  savings  in  this  area  appear  to 
be  much  better  bets  to  increase  profits  than  do  sales  increases  in  most  cases 
(chart  2,   fig.  3). 

Basic  trends  toward  fewer  services  in  milk  delivery  are  probably  the  major 
factors  influencing  cost  reduction  in  this  area.  The  largest  single  savings 
was  the  shift  to  alternate  day  delivery  and  this  was  fostered  in  large  part 
by  government  decree.  The  trend  will  be  toward  even  fewer  deliveries  and 
probably  the  shift  here  is  much  too  slow  for  maximum  cost  reduction. 

Another  basic  trend  affecting  delivery  costs  is  the  trend  toward  store  sales. 
Undoubtedly,  this  trend  will  continue  further,  but  there  are  good  individvial 
plant  reasons  to  hold  house-to-house  delivery.  These  customers  are  much 
"safer"  customers. 

Unit  load  handling  and  basic  institutional  changes,  such  as  the  shift  toward 
vendor  operators,  are  big  factors  affecting  costs  in  this  area.  Selling  and 
delivery  are  big  areas  and  probably  the  ones  begging  most  for  penetrating 
analysis  on  cost  reduction. 

Opportunities  for  reducing  labor  costs  in  administration  involve  two  areas  -  the 
time  of  the  manager  himself  and  the  time  of  those  responsible  for  keeping 
records  and  preparing  reports.  Actually,  we  know  relatively  little  about  the 
level  of  efficiency  here.  However,  it  may  be  quite  low.  Currently,  we  have 
a  cooperative  project  with  the  Transportation  and  Facilities  Branch,  AMS,  to 
secure  this  information. 

280 


Chart  1:     Sales  Increases  vs.  Butterfat  Loss 
Reduction  as  a  Means  of  Increasing  Net 
Profits  in  a  Ifilk  Plant 


ANNUAL  VOLUME    INCREASE 

NECESSARY  TO  OFFSET 

FAT  LOSS    (MILLION  POUNDS) 


How  to  Use; 
Locate  your  fat  loss 
on  the  bottom  of  the 
chart.      Look  directly- 
above  to  the  diagonal 
line  approximating 
your  annual  volume. 
Then  by  looking  across 
to  the  left  side  of 
the  chart,  you  find 
the  annual  volume  in- 
crease necessar;;^  to 
offset  such  a  fat  loss. 
(Based  on  data  from 
records  of  Edward  B. 
McClain  Co . , Memphis , 
Tenn.) 
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Source:     "Butterfat  is  Money/'   Charles  E.  French  The  Mlk  Dealer j   January  1957. 


Chart  2:     Sales  Increases  vs.  Labor  Savings  As  a  Means 
of  Increasing  Net  Profit  in  a  Fluid  Milk  Plant 


Hoy/  to  Use; 
Find  labor  saved  per 
day  on  bottom  of  chart. 
Look  directly  above  the 
diagonal  line  repre- 
senting your  wage 
scale.     Then  by  look- 
ing across  to  the  left 
of  the  chart  you  will 
find  the  sales  in- 
crease necessary  to 
give  a  comparable  in- 
crease in  net  profits. 
Note;   I^fet  profit  per 
dollar  of  sales  equal 
2.28  cents. 
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Source:      "Plant  Savings  in  the  Profit  Pictixre, "   Charles  E.  French, 
American  Milk  Review,  Jvine  1956. 
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We  know  that  management  time  is  valtiable.  If  a  manager  works  2kh,   eight ~hour 
days  annually,  this  schedule  shows  how  valuable  his  time  really  is: 


Annual  salary 

Every  hovoc 

Every  minute 

An  hour  saved  each  day 

is  worth 

$ 

is  worth 

woiold  amo\mt  to  this 
over  the  year 

$  5,000 

$     2.56 

O.Oif 

$       625 

7,500 

3.84 

.06 

937 

8,500 

4.35 

.07 

1,061 

10,000 

5.12 

.09 

l,2l^-9 

12,000 

6.15 

.10 

1,501 

li^,000 

7.17 

.12 

1,7^9 

16,000 

8.20 

.lll- 

2,001 

20,000 

10.25 

.17 

2,501 

25,000 

12.81 

.21 

3A26 

50,000 

25.61 

A3 

6,2if9 

Management  today  must  delegate.  This  is  not  easy;  it  means  decentralization 
and  a  manager  must  condition  himself  to  certain  things.  He  must  condition 
himself  especially  to  accept  the  ideas  and  mistakes  of  others.  He  must  set 
up  a  channel  to  assure  controls.  This  means  policies  and  job  specifications 
must  be  defined.  Goals  must  be  set.  Ideas  must  flow  both  up  and  down.  Good 
records  and  reports  are  the  lubricant  of  biisiness  management   Great  cost 
opportunities  probably  exist  here. 

Majiagement  today  is  tending  toward  a  science  and  this  calls  for  scientific 
tools.  We  have  been  highly  encouraged  by  our  use  of  some  of  the  so-called 
"modern  management"  tools  such  as  electric  brains,  mathematical  programming, 
and  operations  research.  These  tools  do  not  replace  management,  but  they  can 
aid  management  and  in  the  process  increase  efficiency  many  fold. 

Repairs,  Rent,  and  Depreciation 

Many  are  quite  concerned  about  the  costs  of  repairs,  rent,  and  depreciation. 
These  items  acco\jnt  for  about  67  cents  per  hundredweight  ciirrently.  To  put 
them  in  this  perspective  tends  to  deemphasize  them  in  relation  to  labor  and 
milk  costs.  Most  of  these  costs  go  into  machinery  and  other  capital  items  used 
to  save  labor.  Thus,  it  may  well  be  that  these  items  should  climb  much  higher 
than  they  are  currently. 

Capital  item  purchases  in  processing  plants  have  often  been  subjected  to  a  very 
short  pay-back  period.  With  present  tax  laws  and  current  capital  budgeting 
procedures,  such  short  pay-back  periods  are  probably  not  realistic.  Most  of 
these  outlays  should  probably  be  evaluated  on  an  annvial  xxse  cost  of  about  I5 
percent  of  the  initial  investment.  On  this  basis,  a  small  labor  savings  can 
justify  a  large  capital  outlay   (chart  3,  fig.  l4) . 
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Containers 

Containers  accoimt  for  an  important  part  of  the  price  of  milk  (currently  about 
70  cents  per  hundredweight).  Moreover,  container  costs  have  advanced 
substantially  in  recent  years.  Big  arguments  rage  about  the  cost-reducing 
possibilities  of  a  product  line  of  paper  and  glass  as  against  one  which  is 
100  percent  paper.  Generally  these  arguments  tend  to  resolve  themselves 
eventually  around  the  cost  control  on  use  of  containers,  especially  as 
reflected  in  glass  bottle  trippage  (chart  h,   fig.  1^). 

Trippage  can  vary  widely  by  products  and  by  plants.  It  should  be  knovn  within 
reason  for  each  product  in  a  plant.  Rate  of  returned  product  can  increase 
paper  package  cost  considerably.  The  basic  cost-reducing  steps  on  containers 
generally  hinge  on  knowledge  of  costs  and  control  prof^ediires  used.   Deposits 
on  glass  bottles  have  often  been  dropped  to  compete  more  favorably  with  paper. 
Thus,  the  most  effective  means  of  obtaining  high  trippage  has  been  lost.  In 
many  cases  trippage  today  is  extremely  low. 

It  is  not  unusual  for  trippage  to  drop  below  10.  Costs  for  glass  skyrocket 
in  this  area.  For  example,  the  annual  glass  bill  for  a  plant  with  50,000,000 
poxmds  volume  in  glass  would  approach  a  q\jarter  of  a  million  dollars  if  its 
trippage  dropped  below  10. 

SujTiinary 

Cost  reduction  opportunities  exist.  In  fact,  they  are  legion.  Most  of  them 
are  foimd  in  rather  simple  relationships.  Often  these  individual  savings  are 
each  small,  but  the  total  is  impressive.  Cost  reduction  is  a  continuous  proc- 
ess in  a  plant.  However,  the  widest  sweep  in  cost  reduction  can  often  be  made 
by  an  outsider  who  is  not  "so  close  to  the  problem." 

Any  basic  evaluation  of  costs  puts  high  priority  on  labor  reduction.  Labor  is 
a  large  cost  and  use  of  labor  is  often  quite  unscientific.  The  range  in  labor 
used  among  plants  is  wide.  Table  2  shows  the  approximate  labor  force  for 
various  plant  sizes  in  Indiana.  Also,  it  shows  the  range  for  the  number  of 
employees  in  different  departments  in  different  plants.  This  table  shovild 
prompt  some  specxolation  on  the  tremendous  cost  savings  possible  in  this  area 
alone . 
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Chart  3:  Labor  Savings  vs.  Initial  Investment 


How  To  Use; 

Find  your  time  savings  on 
the  bottom  of  the   chart, 
look  directly  above   this 
to  the  diagonal  line 
labeled  with  your  hourly 
wage  rate;   then  by  look- 
ing directly  across  to 
the   left  of  the   chart  you 
will  find  how  much  you 
can  spend  for  labor-sav- 
ing equipment  and  yet 
break  even. 

Source:     '¥ill  labor  Sav- 
ing Methods   Pay?" 
Charles  E.  French, 
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Farmers f   January  1957 
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Table  2.— Number  of  people  employed  in  107  fluid  milk  plants  in  Indiana 

by  departments 


1957 


Daily  plant  volume 


Type  of 
employees 


Admini  st  rat  i ve 

&  clerical 
Plant 

Distribution 
Total 


Over 
100,000 
lbs. 


50,000 

to 

99,999 
lbs. 


20,000 

to 

^9,999 
lbs. 


10,000 

:   5,000 

:Less 

:Average 

to 

to 

:than 

:  of 

19,999 

:   9,999 

:5,000 

:  all 

lbs.   : 

lbs. 

:  lbs. 

• 
• 

• 
• 

:  plants 

No.  of  employees 


Av.  ; Range; Ay. ; Range : Av . 


2k:   5-42:  12;  6-22:  77 

69:30-X6:  31:10-70:  19 

131:63-195:  37:1^-79:  30 

224:98-3^3:  80:30176:  36 


Range 


2-17 

6-k8 

3-74 

IIJ^ 


Av. : Range 


3:  1-6 

9:  4-33 

11:  3-26 

23;  8-65 


Av. : Range 


2:  1-4 

4:  1-10 

6:  2-15 

12:  4-29 


Av. 


Range 


0-2 

1-5 

1-6 

2-13 


6 
16 
23 
45 


Source:  Dairy  Marketing  Infonmtion,  Purdue  University,  January  1958. 


PLANT  CONSOLIDATIONS  AND  MERGERS  AS  A  MEANS 
OF  ATTAINING  GREATER  OPERATING  EFFICIENCY 

Truman  F.  Graf 
University  of  Wisconsin 

The  fact  that  many  milk  plants  do  not  operate  at  their  potential  capacity,  and 
in  some  cases  at  optimum  size,  is  well  established  by  countless  research 
studies.  A  large  portion  of  the  costs  for  dairy  plants  are  relatively  fixed 
over  wide  volume  ranges.  Hence,  additional  volume  can  normally  be  handled  at 
relatively  little  increase  in  total  cost,  partiCTolarly  when  excess  capacity 
exists  as  it  does  in  so  many  dairy  plants  today. 

In  this  paper  I  will  argue  that  dairy  plant  processing  and  marketing  costs 
could  be  reduced  with  an  increase  in  the  volume  handled  per  plant.  An  increase 
in  plant  volume  is,  of  course,  most  readily  accomplished  through  plant  consoli- 
dations and  mergers. 

Let's  look  at  specific  dairy  products  and  pin  point  the  effect  of  increased 
plant  volume  on  plant  costs. 

Fluid  Milk  Plants 

The  importance  of  volimie  per  plant  on  unit  costs  is  demonstrated  in  Northeast 
Dairy  Marketing  Research  Regional  Publication  No.  16  entitled,  "Specialization 
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and  Cost  for  a  Milk  Pasteurizing  and  Bottling  Plant."  This  report  indicates 
that  a  milk  pastexirizing  and  bottling  plant  with  a  daily  capacity  of  approxi- 
mately 15,000  quarts  would  have  an  average  plant  cost  per  package  for  all 
products  of  1.18  cents  at  full  normal  utilization.  However,  when  only  6,QkO 
quarts  per  day  were  processed,  the  cost  per  package  came  to  2.06  cents.  This 
represented  a  "jk   percent  increase  in  the  cost  per  package. 

The  same  bulletin  reports  that  a  plant  of  this  size  co\ild  separate  and  process 
400  quarts  of  light  cream  at  a  cost  of  2.2  cents  per  qioairt.  However,  when  only 
100  quarts  of  light  c^-eam  were  processed  the  cost  jumped  to  8.6  cents  per  quart. 
This  is  an  increase  of  almost  ^00  percent. 

Other  studies  report  a  similar  relationship  between  volume  and  imit  cost.  For 
example,  a  USM  report  by  Robert  E.  Olson  entitled,  "An  Analysis  of  Operating 
Costs  of  Selected  Milk  Dealers/'  indicates  that  the  output  per  man-hour  of 
plant  labor  in  fluid  milk  and  cream  plants  normally  increases  at  the  rate  of 
about  21  pounds  per  man-hovir  for  each  increase  of  10,990  poimds  per  day.  For 
the  individual  firm  producing  at  less  than  capacity  then,  increased  sales  will 
reduce  the  cost  per  \init. 

It  is  important,  however,  to  distinguish  between  the  advantages  costwise  of 
increasing  the  volimie  of  the  plant  which  is  operating  at  less  than  capacity, 
and  in  larger  plants.  The  advantages  of  larger  scale  fluid  milk  plants  are 
less  certain  than  the  desirability  of  operating  plants  at  capacity.  This  is 
because  the  size  of  the  plant  is  limited  by  the  size  of  the  market  and  the 
number  and  size"  of  competitors. 

Nevertheless,  the  problem  of  excess  capacity  in  fluid  milk  distributing  plants 
does  exist.  Therefore,  considerable  opportunity  exists  for  reducing  operating 
costs  and  increasing  operational  efficiency  by  increasing  the  volume  per  plant. 
Mergers  and  consolidations  help  accomplish  this  objective. 

The  same  cost-volume  relationship  applies  to  milk  delivery  costs  both  at  retail 
and  wholesale.  For  example,  California  Agricultiural  Experiment  Station 
Bulletin  No.  757  reports  on  a  survey  in  the  Los  Angeles  market.  This  study 
revealed  that  the  high  cost  firm  spent  nearly  four  times  as  much  per  quart  in 
getting  the  milk  from  the  plant  to  the  customer  as  did  the  low  cost  firm. 
Customers  of  the  high  cost  firm  average  about  60  imits  per  delivery,  while 
those  of  the  low  cost  firm  average  nearly  2,if00  units. 

A  further  illustration  of  this  variation  in  distribution  costs  can  be  obtained 
from  the  1950-51  Report  of  the  New  York  State  Temporary  Commission  on  Agricul- 
tiire.  This  report  indicates  that  the  distribution  cost  to  the  one-q\aart  home 
delivery  customer  often  exceeds  the  distribution  cost  to  the  four-quart 
customer  by  10  cents  or  more  per  q\mrt. 

It  is  impoirtant  to  emphasize  that  deliveries  per  stop  is  more  a  function  of 
competition  among  various  plants  for  outlets  than  it  is  of  capacity  utilized 
or  size  of  plant.  Vigorous  competition  among  the  small  dealers  for  wholesale 
and  retail  outlets  has  meant  that  in  many  cases  the  deliveries  per  stop  are 
small  and  hence  the  cost  per  delivery  is  high.  Mergers  and  consolidations  of 
fluid  milk  distributing  plants  would  reduce  much  wasteful  duplication  and 
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overlapping  of  delivery  routes,  as  well  as  increase  the  volmne  per  stop.  This 
could  increase  considerably  the  operating  efficiency. 

Cheddar  Cheese 

Total  xmit  costs  of  manxifacturing  cheddar  cheese  also  tend  to  decrease  with 
increased  vol\Jiiie  per  plant.  Research  reported  on  in  Oregon  Station  Bulletin 
529  entitled  "Economics  of  Cheese  Manxifacturing  in  Tillamook  County,  Oregon," 
indicates  that  average  total  cost  per  po\md  varied  from  3. 54  cents  in  the 
largest  factory  studied  to  k.b^   cents  per  pound  in  the  smallest  factory  studied. 

The  smallest  factory  produced  in  the  neighborhood  of  500  pounds  of  cheese  per 
day  and  the  largest  in  the  neighborhood  of  5^000  pounds.  The  decrease  in  the 
average  net  costs  were  fairly  continuous  from  largest  to  smallest  factory  in 
the  16  factory  sample. 

Also,  most  of  the  cost  items  followed  the  same  pattern.  Thus  costs  per  pound 
for  labor,  supplies,  plant  repairs,  insiirance,  depreciation,  and  taxes  all 
tended  to  decrease  with  increases  in  size  of  plants. 

Research  reported  on  in  USDA  Technical  Bulletin  93^  also  suggests  that  cheese 
manufacturing  costs  decrease  with  an  increase  in  voli^me.  This  study  indicated 
that  a  plant  making  1,000  pounds  of  cheese  per  day  had  a  make  cost  of  about  5 
percent  more  per  pound  than  a  factory  producing  3^500  poxmds  a  day. 

Althoxigh  the  influence  of  volume  on  cost  is  not  as  great  in  cheese  factories 
as  in  other  daiiy  plants,  economies  of  scale  do  exist.  Consolidations  and 
mergers  can  help  increase  both  the  size  of  plant  as  well  as  the  percent  of 
capacity  utilized,  and  thus  reduce  the  manufacturing  cost  per  imit. 

Swiss  Cheese 

Research  indicates  that  the  maniifacturing  costs  are  higher  for  large  than  for 
small  plants.  An  analysis  of  3^  cheese  factories  in  southwestern  Wisconsin 
indicated  that  the  five  smallest  plants  had  average  total  costs  of  5 '6  cents 
per  pound  -vrtiile  the  five  largest  had  average  total  costs  of  8.24  cents  per 
pound.  This  study  also  showed  that  an  increase  in  plant  size  of  100,000  pounds 
of  cheese  per  year  was  accompanied  by  a  cost  increase  of  about  0.6  cent  per 
pound. 

Does  this  mean  that  large  Swiss  cheese  processing  plants  have  lower  operating 
efficiency  than  small  plants,  and  hence  that  consolidations  and  mergers  woxild 
be  uneconomical?  On  the  contrary,  increasing  cost  with  increasing  volume 
reflects  certain  inefficiencies  of  the  Swiss  cheese  manufacturing  process  as 
it  is  carried  out  in  Wisconsin.  Consolidaticaas  and  mergers  could  alter  this 
process  and  hence  reverse  the  tendency  for  increased  costs  with  increased 
volume . 

Under  the  present  technology  where  cheese  is  made  in  kettles,  the  need  for 
labor  increases  as  rapidly,  if  not  more  so  than  the  volume  of  production  does, 
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because  each  kettle  must  be  watched  and  supervised  closely.  Doubling  the 
volume  will  ordinarily  more  than  double  the  number  of  workers.  Furthermore, 
the  labor  requirements  for  the  dipping,  pressing,  and  curing  processes  also 
increase  with  volume.  The  individual  attention  which  must  be  given  each  wheel 
all  through  the  factory  operation  mitigates  against  substantial  labor  savings 
as  the  plant  siae  increases. 

On  the  other  hand,  large  scale  Swiss  cheese  manufacturers  in  other  States  have 
discarded  the  kettle  and  wheel  technology  and  make  block  type  rindless  Swiss 
cheese  in  vats.  The  cheese  is  made  in  a  vat,  and  instead  of  being  dipped  and 
placed  in  a  press,  it  is  piped  to  a  universal  cheesemaker  or  molding  vat  where 
the  whey  is  allowed  to  drain  off  under  pressiire.  One  man  can  opei«.te  the  vat 
and  the  molding  vat.  It  takes  at  least  two  men  to  operate  five  kettles  (same 
amoxmt  of  milk  as  one  vat).  Although  the  initial  costs  on  this  process  will 
be  larger,  increases  in  volume  of  cheese  manufactured  are  not  accompanied  by 
equal  increases  in  costs.  Thus  under  the  new  technology  \m±t   costs  will 
decrease  as  the  size  of  plant  increases.  Hence  mergers  or  consolidations 
accompanied  by  a  change  to  the  new  technology  can  result  in  substantial 
decreases  in  unit  costs. 

Furthermore,  the  Swiss  factories  now  pay  ik   percent  of  the  gross  receipts  to 
the  cheesemaker  for  his  making  operation.  This  has  the  effect  of  maintaining 
the  average  total  unit  cost  at  relatively  high  levels.  Thus  the  higher  the 
vol\ame  the  higher  the  make  cost.  Consolidations  accompanied  by  discarding  of 
this  antiquated  payment  method  can  also  help  improve  operational  efficiency. 

Dried  Milk  Powder 

University  of  Minnesota  Station  Bulletin  hj,^   entitled,  "Costs  of  Drying  Milk 
in  Specialized  Drying  Plants,"  indicates  that  cost  reduction  throiigh  increased 
volume  occurs  in  dried  milk  plants  up  to  volume  of  about  6  million  pounds  of 
powder  per  year.  This  is  the  equivalent  of  around  200,000  pounds  of  whole 
milk  per  day.  This  bulletin  suggests  that  beyond  this  output,  cost  reduction 
resulting  from  spreading  fixed  cost  is  slight  and  other  methods  of  increasing 
efficiency  are  needed  to  achieve  further  cost  reduction.  However,  the  bulletin 
also  reports  that  cost  savings  can  be  realized  in  plants  with  greater  volumes 
than  this  if  they  are  "basically"  larger  plants  and  have  optimum  capacity 
considerably  greater  than  the  "typical  plants  covered  in  the  siirvey." 

Powder  plants  appear  to  operate  on  the  decreasing  phase  of  the  average  cost 
curve  over  larger  volumes  than  cheese  plants  do.  This  probably  accounts  for 
the  substantial  increase  in  size  of  powder  plants  as  contrasted  to  cheese  plants 
in  recent  years.  In  Wisconsin,  at  least,  powder  and  butter  production  have 
increased  considerably  more  than  cheese  production  since  the  inception  of  the 
price  support  program.  Consolidations  and  mergers  which  take  advantage  of  these 
increasing  efficiencies  at  larger  volT^me  plants,  result  in  increased  operational 
efficiency. 
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Creameries 

Further  research  at  the  University  of  Minnesota,  and  reported  on  in  Station 
B\illetin  W-2,  indicates  that  the  largest  volijme  creameries  had  the  lowest  unit 
costs.  Plants  with  over  500,000  pounds  of  butterfat  a  year  had  processing 
costs  of  6.11  cents  per  pound  of  butterfat  as  contrasted  to  9.76  cents  per 
pound  for  plants  with  less  than  300,000  pounds  of  butterfat. 

Research  reported  in  Iowa  Agriciiltural  Experiment  Station  Reporii  No.  1? 
entitled,  ">fa,nufacturing  Costs:  Whole  tlilk  Creameries,"  s;iggests  the  same 
relationship.  This  report  concludes  that  the  largest  plant  can  produce  foior 
times  as  much  butter  as  the  smallest  while  paying  only  2,k   times  as  much  for 
the  processing  operations.  Butter  manufactiiring  costs  were  S.k2   cents  per 
pound  with  an  annual  vol\me  of  less  than  1  million  poxmds,  and  only  5.21  cents 
per  pound  at  2.2  million  po;mds. 

In  areas  where  there  are  a  large  niimber  of  plants  each  operating  below  capacity, 
large  cost  savings  can  be  made  with  the  consolidation  of  some  of  the  creameries 
into  larger  volume  plants  of  more  economical  size.  The  potential  cost  savings 
from  reorganizing  creameries  in  an  area  to  fewer  and  larger  plants  may  be 
considerably  greater  than  the  potential  in-plant  cost  savings. 

Credit 

Few  dairy  plants  know  what  it  is  costing  them  to  extend  credit  to  their  patrons. 
A  recent  research  study  by  the  Farmer  Cooperative  Service  entitled,  "Credit 
Control  in  Selected  Farm  Supply  Co-ops,"  gives  some  insight  into  this  question. 
This  study  showed  that  it  cost  $2.^4-5  for  the  associations  to  extend  $100  worth 
of  credit  in  1956.  Also  while  sales  increased  31  percent  over  the  five-year 
period  from  1951-56,  accounts  receivable  increased  7I  percent.  While  this 
study  was  made  on  supply  co-ops  it  would  appear  relevant  to  dairy  plants  as 
well. 

The  costs  of  extending  credit  by  plants  to  its  patrons  are  high,  and  a  good 
way  for  plants  to  reduce  costs  and  hence  increase  operational  efficiency  wo\ild 
be  the  establishment  of  firm  credit  controls  and  policies. 

You  may  wonder  where  the  issue  of  consolidations  and  mergers  enters  into  this 
particular  question.  The  point  is  that  the  smaller  dairy  plants  often  find 
themselves  more  or  less  at  the  mercy  of  their  patron  members  insofar  as 
instituting  q\jality  checks  and  taking  other  practical  policy  stands.  In  other 
words,  because  of  the  limited  volume  and  the  fear  of  losing  volume,  and  thus 
further  disadvantaging  their  operating  position,  many  of  the  smaller  plants 
are  reluctant  to  force  through  needed  business  decisions.  Many  extend  free 
credit  in  form  of  advances  on  checks  or  financing  equipment,  milk  cans, cleaning 
powder,  and  the  like.  This  cost  is  reflected  back  to  the  plant  in  the  form  of 
higher  total  average  costs.  Consolidations  and  mergers  could  put  plants  in  a 
sounder  operating  position,  with  a  larger  volume  and  lower  net  costs,  and  plants 
coTold  then  adopt  a  more  realistic  patron  credit  policy.  This  could  cut  plant 
costs  and  increase  operating  efficiency. 
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Procurement  Policies 

The  location  of  many  of  our  dairy  plant  facilities  were  decided  on  In  the 
"horse  and  buggy"  days.  Viewing  these  plant  locations  In  terms  of  our  present 
transportation  facilities,  means  that  considerable  procurement  Inefficiencies 
exist.  In  many  cases  location  seriously  handicaps  plants  In  meeting  compe- 
tition. Transportation  has  become  such  an  Important  cost  factor  that  It  alone 
can  spell  the  difference  between  success  and  failure  for  a  dairy  plant.  Plants 
are  frequently  paying  considerably  more  for  transportation  than  they  should  be 
paying  and  more  than  they  woiHd  be  paying  If  their  plants  had  been  properly 
located  with  reference  to  the  present  day  situation.  Dairy  plants  just  cannot 
afford  to  pay  a  transportation  penalty  on  everything  they  handle  and  expect  to 
keep  their  costs  in  line. 

Consolidations  and  mergers  could  permit  closing  some  of  the  more  inefficient, 
poorly  located  plants,  vra,rehouses,  and  distribution  points  and  replacing  them 
with  better  facilities.  Or  the  inefficiently  located  ones  could  be  merged 
with  those  which  were  located  more  advantageously  transportationwise .  A  word 
of  warning  here.  It  is  important  to  obtain  complete  information  on  the  poten- 
tial market  for  the  products  before  the  site  location  is  settled  on.  A  plant 
must  do  the  most  efficient  job  of  covering  the  territory  it  Intends  to  serve, 
and  must  be  able  to  step  out  after  new  business  instead  of  let  the  business 
come  to  it.  Also  it  must  consider  the  expansion  possibilities  of  the  territory 
involved.  Plant  location  and  its  impact  on  procurement  and  distribution  costs 
is  a  most  Important  area  Insofar  as  reducing  costs  is  concerned.  Intelligently 
conceived  consolidations  and  mergers  can  be  very  Important  in  reducing  trans- 
portation costs  and  Increasing  operational  efficiency. 

Premiums 

Many  of  our   dairy  plants  just  do  not  have  large  enough  volvime,  or  a  reputation 
for  a  high  enough  quality  to  command  premiums  on  their  products.  Thus,  although 
premiums  are  offered  on  large  volume  high  quality  shipments,  many  dairy  plants 
are  \mable  to  take  advantage  of  them. 

The  same  principle  applies  to  government  price  support  sales.  These  must  be 
in  carload  lots  and  most  of  ovor   cheese  factories  aren't  able  to  accumulate 
this  large  a  volume  of  cheese.  Hence  they  are  selling  to  assemblers  who  in 
turn  assemble  the  carload  lots.  The  factory,  however,  takes  in  the  neighbor- 
hood of  l|-  cents  a  pound  below  the  support  price  for  cheese.  In  other  words, 
because  the  factory  is  \anable  to  assemble  the  cheese  in  carload  lots  it  must 
sell  to  an  assembler  who  performs  this  fimction  and  the  factory  receives  a 
correspondingly  lower  price.  Of  coiorse,  there  are  assembling  and  grading  costs, 
but  nevertheless  larger  factories  find  it  profitable  to  sell  directly  to  USDA, 
rather  than  through  assemblers  as  small  factories  must  do. 

Consolidations  and  mergers  could  often  help  Increase  returns  by  enabling  plants 
to  take  discounts,  and  receive  premiums. 
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Large  Scale  Retailers 

Chain  stores  are  controlling  a  larger  and  larger  proportion  of  the  retail  food 
sales.  For  example,  in  19^5  chain  store  sales  were  h^   percent  of  independent 
store  sales,  whereas  in  1955  they  were  about  6o  percent.  These  chain  store 
sales  are  also  becoming  more  and  more  concentrated  among  the  largest  concerns, 
as  witnessed  by  the  fact  that  in  1955  the  eight  largest  retail  chains  accounted 
for  21  percent  of  the  food  store  sales  in  the  country.   Additional  large 
organizations  are  continuously  emerging  as  the  result  of  mergers  among  the 
mediiom  and  small  retail  stores. 

The  independents  too  are  attempting  to  increase  their  competitive  advantage  in 
buying,  by  organizing  cooperative  purchasing  associations.  Around  two-thirds 
of  the  independents  are  now  members  of  retailer -owned  wholesaler  associations 
or  voluntary  buying  groups.  This  is  an  attempt  to  obtain  the  advantages  of 
concentrated  buying  power  enjoyed  by  the  larger  chains. 

The  emergence  of  the  large  scale  retailer  organizations  has  been  of  considerable 
economic  value  to  society.  The  resulting  modern  mass  low  cost  merchandising 
has  cut  marketing  costs.  On  the  other  hand,  this  movement  toward  large  scale 
retailing  represents  a  considerable  increase  in  the  actual  or  potential  market 
power  of  the  bxayers.  The  sheer  volume  of  their  pxirchases  gives  them  a  strategic 
weapon  in  bargaining  with  dairy  suppliers.  Thus  dairy  plants  find  that  they 
are  not  only  competing  with  larger  and  more  powerful  rivals  on  the  processing 
side  but  are  also  being  paired  against  larger  more  powerful  bxoyers  on  the  retail 
side.  Even  if  they  do  not  sell  directly  to  retailers,  the  impact  of  this 
concentration  at  the  retail  level  will  eventually  be  felt  by  the  plant  in  its 
sales  program. 

Dairy  plants  are  going  to  have  to  adjust  to  the  growth  of  large  scale 
retail  chains.  They  are  going  to  have  to  become  larger  if  they  wish  to 
sell  to  the  chains.  Chains  prefer  not  to  deal  with  small  suppliers. 
Even  if  plants  succeed  in  selling  to  the  chains  they  will  have  to  get 
larger  to  prevent  becoming  a  captive  supplier  of  the  chains.  Unless  the 
dairy  plant  is  large  enoxigh  so  that  it  isn't  dependent  on  any  one  buyer 
it  will  be  put  in  the  compromising  position  of  having  to  more  or  less 
accept  whatever  the  particular  chain  store  buyer  offers  it.  If  it  refuses 
it  will  lose  the  outlet--more  often  than  not  its  only  one.  This  it  can't 
afford  to  do,  so  it  takes  what  it  is  offered  and  puts  itself  in  a  weak 
position  in  the  process.  The  growth  of  the  large  retailer  chain  means 
that  the  dairy  plants  are  going  to  have  to  grow,  first  in  order  to  sell 
to  the  chain,  and  second  in  order  to  bargain  with  them.  If  the  plant  is 
not  large  enoiigh  to  sell  to  several  chains  their  bargaining  positions  will 
be  weak. 

Chains  or  independent  buying  associations  exert  major  control  in  the  retail 
market  and  a  small  dairy  plant  js  at  a  serious  disadvantage  in  selling  to  these 
large  buyers.  Mergers  can  help  plants  grow  to  the  desired  scale  and  thereby 
maintain  an  effective  competitive  bargaining  position  with  these  powerful  buyers, 
The  alternative  will  be  lower  selling  prices,  and  hence  a  less  favorable  operat- 
ing position. 
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Dairy  Sales  Agencies 

Consolidating  and  merging  to  form  central  sales  agencies  is  needed  to  enable 
dairy  plants  to  compete  on  the  higlily  centralized  retail  market.  In  addition, 
the  central  sales  agency  would  have  some  real  economic  advantages  insofar  as 
sales  programs  are  concerned.  These  would  include:  (a)  the  opportunity  to 
channel  products  directly  to  the  handlers  when  markets  needed  supplies  and 
when  an  economic  advantage  existed.  Thus  duplication  of  selling  efforts  could 
be  eliminated.  This  would  save  considerable  expense  and  also  reduce  the  price 
depressing  effect  of  too  many  sellers  on  the  market;  (b)  Long  term  and  full 
supply  contracts  could  both  be  more  easily  negotiated;  (c)  there  would  be 
improved  and  uniform  quality  among  member  plants;  (d)  a  storage  program  could 
be  carried  out  so  as  to  keep  high  quality  products  available  for  the  markets 
at  all  times;   (e)  national  or  at  least  regional  brand  names  could  be  developed 
and  promoted;  and  (f )  it  woTild  act  to  neutralize  the  superior  bargaining  power 
of  large  buyers. 

The  formation  of  dairy  sales  agencies  through  consolidations  could  help  many 
of  our  smaller  plants  compete.  The  larger  dealers  are  able  to  go  into  the 
distant  markets  and  employ  whatever  device  is  necessary  to  get  the  business. 
They  have  more  capital,  can  afford  larger  discounts,  and  are  more  diversified 
in  products  as  well  as  location.  They  can  also  afford  more  specialized  manage- 
ment and  have  certain  advantages  in  efficiency  and  market  power.  All  of  these 
reflect  back  to  the  plant  in  terms  of  its  operational  efficiency. 

Operational  Advantages  of  Large -Scale  Flexible  Type  Firms 

M\iltiple  product  flexible  type  plants  growing  out  of  mergers  an4  consolidations 
ha^  several  other  important  advantages  over  the  small  scale  dairy  plants. 
Some  of  these  are: 

(a)  Because  price  relationships  between  dairy  products  frequently 
change,  there  are  also  shifts  in  the  relative  profitability  of 
producing  different  types  of  dairy  products.  A  large-scale 
multiple  product  type  plant  can  shift  from  one  product  to 
another  to  take  advantage  of  these  shifts  in  profitability. 

(b)  Economies  of  scale  occur.  The  minimum  labor  force,  and  eqiiipment 
required  to  handle  a  given  volume  of  production  can  often  handle  a 
larger  volume  without  additional  labor  or  equipment.  Hence  the 
costs  per  -unit  of  product  decreases  as  the  vol\xme  increases. 
Furthermore,  plant  managers  report  that  it  costs  about  as  much 

to  clean  up  a  plant  as  to  operate  it  all  day.  The  clean  up  time 
is  about  the  same  whether  100,000  po\iads  or  200,000  pounds  of 
milk  a  day  go  through. 

(c)  A  large  plant  can  manufacture  all  or  more  of  the  milk  solids  into 
their  most  valuable  form;  in  other  words,  it  can  utilize  byproducts 
more  efficiently. 


292 


(d)  A  large  plant  can  often  employ  a  more  competent  manager  than 
small  plants  can.  Managers  are  all  important  in  achieving  success, 
since  skillfiil  management  can  reflect  itself  in  lower  operating 
costs,  better  quality  of  products,  and  more  skillful  marketing. 

(e)  Standardization  and  improvement  of  products  are  usually  easier 
for  a  large  plant.  Brand  names  can  therefore  be  adopted  if  this 
type  of  sales  program  seems  wise. 

(f )  A  plant  of  this  type  is  likely  to  have  better  and  more  types  of 
processing  and  storage  facilities.  Quality  improvement  and  plant 
efficiency  should  result. 

(g)  The  productivity  of  labor  may  be  increased  by  greater  specialization. 
In  other  words,  a  larger  group  of  employees  can  resvLLt  in  a  greater 
division  of  labor  and  more  efficient  use  of  labor.  Management 
consultants  estimate  that  there  are  very  few  plants  whose 
productivity  is  above  60  percent  when  employees  are  paid  on  an 
hourly  basis.  I-iany  of  the  larger  plants  are  instituting  incentive 
plans  and  productivity  is  near  100  percent.  This  is  a  real  boost 
for  operational  efficiency. 

(h)  Fieldiian  services  can  be  improved  and  with  it  milk  qi;iality.  Thus 
the  plant  can  improve  and  control  the  q\iality  of  the  milk  received, 
and  in  turn  maintain  high  q.x;ality  in  the  finished  product. 

(i)  Shipping  and  marketing  costs  can  frequently  be  reduced  because  of 
larger  volume.  The  sheer  size  of  the  operation  also  assists  in 
acquiring  and  retaining  sales  outlets  and  in  increasing  the 
bargaining  power  of  the  organization. 

(j)  Plants  of  this  type  and  size  can  afford  a  well-equijped  laboratory 
essential  for  qiaality  control  and  minor  research.  This  can  be 
essential  to  success. 

Mergers  and  consolidations  can,  of  course,  help  develop  these  larger  scale 
multiple  product  plants.  The  advantages  can  have  an  important  impact  on 
operational  efficiency. 

CONCLUSIONS  AND  RECOMMENDATIONS 

On  increasing  operating  efficiency  of  milk 
and  dairy  products  processing  plants 

There  are  many  opportunities  for  increasing  efficiency  of  operations  in  dairy 
plants,  large  and  small.  Plants  at  any  point  in  the  range  of  plant  sizes  show 
a  wide  range  in  overall  labor  efficiency,  or  in  the  efficiency  of  any  given 
operation.  Often  an  observer  from  outside  an  organization  can  see  opportunities 
for  increased  efficiency  which  the  management  of  the  organization  is  overlooking. 
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Qualified  marketing  specialists  in  State  departments  of  agric\ilt\ire  can 
provide  a  seirvice  of  this  sort. 

Where  requests  are  made  by  interested  groups  and  consolidation  can  result  in 
more  income  to  the  farmers,  marketing  people  shoiild  assist  in  this  work.  They 
can  assist,  also,  in  consolidating  sales  for  a  group  of  small  plants  where  a 
national  brand  of  quality  might  be  developed. 
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IMPROVING  OPEEIATIONS  OF  LOCAL  ELEVATORS 

W.  S.  Farris 

Purdue  University 

What  can  be  improved  about  local  elevator  and  feed  mill  operations?  The  local 
manager  is  faced  with  several  problems  of  operation  which  affect  the  profit- 
ability of  his  business.  Among  these  are: 

1.  The  use   of  outmoded  facilities. 

2.  The  seasonality  of  his  business. 

3.  Technological  advancements  in  agricTiltxxre . 

k.       The  changing  character  of  management  decision  making. 

It  is  a  comparatively  easy  job  to  design  new  facilities  for  efficiency  of 
operation.  It  is  more  difficult  however  to  remodel  old  facilities  and  realize 
a  better  use  of  labor  and  equipment.  The  manager  however  shoiild  keep  his 
facilities  under  a  constant  surveillance  for  opportunities  of  modifying  his  old 
facilities  to  meet  the  stepped-up  requirements  of  today's  elevator  and  feed 
business.  Those  who  work  with  the  grain  and  feed  industry  can  be  of  assistance 
to  local  managers  by  counseling  with  them  as  they  make  plans  for  changes.  He 
can  assist  by  offering  suggested  alternatives  for  changing  of  facilities,  help 
gather  information  on  the  cost  of  such  improvements,  and  assist  in  calculating 
the  benefits  to  be  derived  from  these  improvements.  He  may  be  of  service  simply 
by  raising  questions  as  to  the  advisability  of  certain  changes.  For  example, 
must  an  additional  mixer  be  so  located  that  the  additional  volume  which  it 
permits  be  offset  by  the  inconvenience  caused  by  its  location? 

The  problem  of  seasonality  in  his  business  challenges  the  local  elevator  and 
feed  mill  manager  to  make  good  use  of  his  labor  diiring  slack  seasons.  Most 
managers  like  to  keep  their  key  workers  throughout  the  year  because  they  are  not 
easily  replaced  on  a  seasonal  basis.  Maintenance  and  repair  work  around  the 
plant  appeals  to  be  one  of  the  principal  methods  managers  use  to  employ  workers 
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i'oring  the  slack  periods.  A  possible  way  of  meeting  this  seasonal  challenge 
is  the  addition  of  services  or  lines  of  merchandise  which  do  not  seriously 
compete  with  the  peak  seasons  in  his  regular  business.  Such  additional  items 
as  outside  feed  selling  and  servicing,  seed  cleaning  and  treating,  fertilizer 
sales,  distributing  farm  chemicals  and  handling  a  complete  line  of  farm  supplies 
offer  opportunities  for  increasing  business  volume  without  materially  increasing 
the  overhead  of  labor  force. 

Technological  improvements  in  agriculture  are  bringing  ever  increasing  demands 
for  services  to  the  local  elevator  and  feed  mill.  We  have  seen  the  harvesting 
of  the  wheat  crop  reduced  in  time  span  from  several  weeks  \Ander  the  old  binder 
and  thrasher  method  to  a  few  days  with  the  new  self-propelled  combines.  We 
are  experiencing  a  similar  technological  change  in  the  harvesting  of  com. 
The  increased  use  of  the  picker- sheller  and  the  com  combine  are  bringing 
additional  demands  upon  the  local  elevator  for  faster  handling  of  the  com 
crop,  increased  storage  facilities  and  increased  drying  facilities.  New 
developments  in  livestock  feeding  emphasize  the  problem  of  mixing  feed  with 
minute  amounts  of  additives  and  medical  ingredients  which  need  to  be  almost 
perfectly  distributed  through  the  feed.  The  exacting  requirements  for  getting 
the  maximum  rate  of  growth  in  different  types  of  livestock  require  the  feed 
mill  manager  to  keep  abreast  of  the  very  latest  information  in  feed  formulation. 
The  addition  of  such  ingredients  as  molasses,  fat,  and  phosphoric  acid  to  feed 
necessitates  that  the  feed  mill  have  the  proper  equipment  and  sufficient  know- 
ledge for  handling  these  ingredients  and  incorporating  them  into  the  feed  mix 
satisfactorily. 

Managerial  problems  themselves  come  with  an  ever-increasing  tempo.  The  manager 
finds  that  he  must  supervise  personnel  with  higher  degrees  of  skill.  He  must 
provide  facilities  and  arrange  work  methods  that  will  efficiently  utilize  this 
higher  price  labor  and  competition  dictates  that  he  needs  to  be  an  astute 
student  of  the  business  scene,  especially  in  his  buying  and  selling  practices. 
Assisting  the  manager  in  making  the  best  use  of  his  time  as  a  manager  is  a 
real  service  to  him. 

Another  way  in  which  important  assistance  can  be  rendered  to  local  managers 
and  feed  mills  in  improving  their  operations  is  to  assist  them  in  taking  an 
inventory  of  present  work  allocations  and  methods.  In  many  instances  simply 
finding  out  how  they  do  it  will  be  suggestive  of  methods  of  improvement.  (See 
Purdue  Bulletin  639  for  details  on  a  study  of  this  kind.)  Two  major  categories 
of  improvements  may  result  from  a  study  of  the  time  required  for  the  different 
operations  throughout  the  day  and  the  methods  employed  in  these  operations. 
One  of  these  improvements  is  that  delay  time  can  be  identified  and  this  other- 
wise idle  time  can  be  put  into  productive  use.  The  other  is  that  a  matching 
of  the  time  required  and  the  methods  used  for  certain  operations  may  suggest 
short  cuts  that  will  reduce  the  amount  of  time  required  per  unit  and  result 
in  an  improvement  in  labor  efficiency.  Here  are  some  examples  of  improvements 
that  have  been  developed  as  a  result  of  study  of  work  times  and  methods. 

1.  Bolting  a  small  tab  of  belting  material  on  the  approach  side  of 
the  cradle  hoist  reduced  the  time  for  adjusting  the  cradle  hoist 
by  30  seconds. 
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2.  Substituting  a  cradle  hoist  for  individ\ml  wheel  hooks  reduced 
the  time  for  this  work  element  from  2. if 5  man-minutes  to  I.65 
man-minutes  per  customer. 

3.  Providing  a  box  for  discarding  tags  and  strings  from  supplement 
sacks  near  the  feed  mixer  saved  20  seconds  and  20  steps  per  bag 
at  one  installation. 

k.     Storing  the  supplement  near  the  mixer  cut  the  time  for  moving 
the  supplement  to  the  mixer  by  about  50  percent  in  several 
elevators . 

5.  Handling  feed  in  bvilk  instead  of  in  sacks  reduced  the  handling 
time  per  ton  from  12  minutes  to  k   minutes. 

6.  The  use  of  an  automatic  scale  cut  weighing  and  recording  time 
by  1/3. 

7.  Dumps  large  enoxigh  to  match  grinding  and  mixing  equipment  can 
speed  up  the  receiving  and  dumping  operation. 

8.  Remote  control  screen  changing  was  done  in  one-fifth  the  time 
required  for  a  man  to  go  to  the  basement  and  change  grinding 
screens  manually. 

9.  See  list  of  jobs  for  receiving  operations,  attachment  A. 

A  new  method  of  handling  the  feed  grinding  and  mixing  business  which  has  gained 
considerable  attention  recently  is  the  grain  bank.  The  grain  bank  is  an 
arrangement  whereby  the  farmer  stores  com  with  the  local  feed  mill  to  be  later 
withdrawn  in  the  form  of  mixed  feed.  Many  variations  of  these  grain  bank 
arrangements  exist  but  basically  they  are  designed  to  perform  at  the  feed  mill 
services  that  were  once  performed  by  the  farmer  himself  on  the  farm.  The  mill 
may  arrange  to  haul  the  corn  to  the  mill,  store  the  com,  dry  the  corn,  process 
the  com,  mix  with  proper  supplements  and  deliver  back  to  the  farm.  Sometimes 
the  mixed  feed  is  delivered  directly  into  the  feeders  in  the  feed  lot.  The 
attjractive  part  of  arrangements  such  as  the  grain  bank  is  that  it  saves  time 
for  both  the  farmer  and  the  feed  mill  manager.  The  farmer  can  haul  his  corn 
or  have  it  hauled  to  the  elevator  at  his  convenience  at  irregular  intervals. 
Then  as  he  needs  feed  he  simply  makes  a  phone  call  to  the  feed  mill  specifying 
the  number  of  tons,  the  formula  and  time  he  wants  the  feed  delivered.  On  the 
other  hand,  this  method  gives  the  feed  mill  manager  some  flexibility  in  proc- 
essing the  com  and  the  feed.  Within  the  time  the  fanner  allows  for  delivery 
of  the  feed,  the  mill  manager  may  be  able  to  even  out  many  of  his  rush  and 
slack  periods.  The  charge  for  these  services  can  usually  be  priced  at  a  level 
so  that  they  will  carry  their  own  load  as  well  as  help  reduce  the  overhead  on 
other  phases  of  the  business.  There  are  some  problemis  connected  with  the  grain 
bank  arrangement  but  they  can  be  adequately  solved  in  most  instances. 
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A  foiirth  area  in  which  we  may  render  assistance  to  managers  of  local  elevators 
and  feed  mills  is  that  of  helping  the  manager  improve  the  use  of  his  management 
time.  One  of  the  approaches  we  used  to  get  at  this  problem  of  improving  manag- 
ers' time  was  to  find  out  how  managers  act\aally  spent  their  time.  We  studied 
several  Indiana  elevator  and  feed  mill  combinations  to  identify  the  items  that 
claimed  the  managers'  time  between  the  time  the  business  opened  in  the  morning 
until  it  closed  at  night.  We  found  that  managers  generally  knew  ^rtiat  they  would 
be  doing  during  the  day's  routine  but  that  even  the  best  of  them  were  at  a  loss 
to  supply  the  details.  Time  studies  of  managers'  activities  revealed  the  vari- 
ety of  incidents  and  duties  that  claimed  the  manager's  time  and  attention  during 
his  working  day.  During  a  typical  one-hour  period  it  was  found  that  one  manager 
performed  27  different  items  of  work.  The  manager  contacted  several  customers, 
weighed  foxir  loads  of  feed,  made  out  several  tickets,  ran  three  tests  on  grain, 
gave  directions  to  help  in  the  feed  mill,  answered  the  phone  several  times, 
described  location  of  c\istomer  residences  to  feed  truck  drivers,  and  made  a 
couple  of  attempts  at  some  study  and  planning  diiring  this  hoxxr.  Business  was 
admittedly  a  little  slow  this  day.  However,  it  was  obvious  to  see  that  with  all 
these  different  items  of  work  claiming  the  time  of  the  manager  he  had  little 
time  for  management  in  the  sense  of  planning  and  organizing  his  business.   (See 
schedule  of  work  items ,  attachment  B . ) 

In  another  instance  we  observed  that  the  manager  took  advantage  of  the  "coffee 
break"  period  to  do  some  good  customer  relations  work.  During  this  brief  period 
when  several  customers  were  in  the  office,  he  was  able  to  survey  the  conditions 
in  the  community,  discuss  a  few  recommended  practices,  and  one  specific  feeding 
problem  with  this  group  of  c\astomers.  It  appeared  to  be  appreciated  by  the 
customers  and  it  helped  the  manager  to  get  a  feel  of  his  customers '  pulse .  When 
a  manager  is  not  burdened  with  tasks  that  coxild  with  adequate  planning  be 
delegated  to  others  he  can  find  more  time  for  this  kind  of  customer  relation  work. 

In  preparing  a  check  list  of  duties  for  elevator  and  feed  mill  managers  we  had, 
with  the  help  of  advice  from  several  managers,  what  we  thought  was  an  all-inclu- 
sive list  of  their  activities.   In  our  actual  time  studies,  however,  we  found 
out  that  we  were  forced  to  include  20  to  30  percent  of  the  managers'  time  in  a 
catagory  labeled,  "other  work."  This  meant  that  even  with  the  advice  of  several 
managers  on  formulating  the  list  of  jobs  which  they  did,  we  found  approximately 
a  fourth  of  their  time  which  was  claimed  by  iinanticipated  duties.  Many  of  these 
duties,  among  which  were  listed  bximing  trash  and  filling  the  soft  drink  machine, 
could  easily  have  been  done  by  other  employees  and  thus  saved  some  of  the  clay's 
time  for  real  managing. 

We  found  that  elevator  and  feed  mill  managers  spent  about  85  percent  of  their 
time  in  four  types  of  work- -office  work  (mostly  clerical)  40  percent;  handling 
customers,  20  percent;  giving  instiMctions ,  16  percent;  and  handling  tickers, 
orders,  or  statements,  9  percent.  With  schedules  as  tight  as  this,  managers 
have  little  time  to  manage.  Cultivating  the  art  of  delegating  responsibility, 
studying  your  day's  activities  to  see  what  you  do  and  what  can  be  eliminated, 
and  concentrating  on  the  most  important  problems  rather  than  routine  items,  will 
gain  needed  management  time.  Time  is  of  the  essence  to  managers.  It  is  their 
most  valuable  resource.  Simply  by  taking  time  to  think  and  figure,  you  may  be 
able  to  help  a  manager  increase  his  volimie  of  business,  cut  his  costs,  improve 
his  buying  and  selling  practices,  and  help  him  increase  his  profits. 
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Attachment  A 

Standard  Time  Requirements  for  Performing  Receiving  Operations  for 
Feed  Grinding  and  Mixing  Under  Assumed  Conditions^  Six  Selected 
Elevators,  Indiana,  19^0  1/ 


Time 

Elements 

Time 

Percentage  of 

Work  element 

per 

per 

per 

total  time  per 

element 

load 

load 

load 

] 

^4an-minutes 

Number 

Man-minutes  Percent 

Unloading  2/ 

2.42i»- 

3/  1.000 

2.424 

31.8 

P\anch  down  gi-ain  in  conveyor 

1.513 

0.448 

0.678 

8.9 

Sweep  around  dump 

0.6l4 

0.799 

0.491 

6.4 

Open  tailgate 

0.388 

0.686 

0.266 

3.5 

Sweep  out  vehicle 

0.603 

0.313 

0.189 

2.5 

Close  tailgate 

0.3^8 

0.495 

0.172 

2.3 

Empty  sacks  of  grain 

O.TI3 

0.209 

0.149 

2.0 

Loosen  gi-ain  in  vehicle 

0.361 

0.349 

0.126 

1.7 

Talk  to  customer  on  business 

0.455 

0.275 

0.125 

1.6 

Start  machinery 

0.198 

0.519 

0.103 

1.4 

Open  dump 

0.077 

1.180 

0.091 

1.2 

Change  spouting  with  manlift 

0.667 

0.142 

0.095 

1.2 

Stop  machinery 

0.213 

0.394 

0.084 

1.1 

Unload  sacks  of  grain 

0.752 

0.100 

0.075 

1.0 

Change  spouts  -  main  floor 

0.216 

0.287 

0.062 

0.8 

Take  empty  sacks  to  mixer  and  dump 

0.303 

0.179 

0.054 

0.7 

Check  and  change  bins 

0.480 

0.113 

0.054 

0.7 

Help  unhitch  wagon 

0.568 

0.046 

0.026 

0.3 

Chock  vehicle 

0.086 

0.268 

0.023 

0.3 

Untie  grain  sacks 

0.ifl4 

0.031 

0.013 

0.2 

Remove  chock 

0.108 

0.146 

0.016 

0.2 

Remove  empty  sacks  from  vehicle 

0.340 

0.048 

0.016 

0.2 

Remove  tools  from  vehicle 

0.142 

0.086 

0.012 

0.2 

Help  hitch  wagon 

0.362 

0.011 

0.004 

0.1 

Replace  tools  in  vehicle 

0.100 

0.061 

0.006 

0.1 

Delay  for  grinding 

5.057 

0.2b0 

1.416 

18.6 

Delay  for  shelling 

2.842 

0.152 

0.432 

5  7 

Delay  for  vehicle  to  drive  in 

0.417 

0.410 

0.171 

2.2 

Delay  for  unloading 

0.546 

0.218 

0.119 

1.6 

Delay  for  vehicle  to  pul  1  out 

0.482 

0.145 

0.070 

0.9 

Total 

- — 



7.611 

100.0 

1/  Conditions  assumed  apply  to  number  of  elements  per  load  only.  Element- 
al times  are  standard  times  as  e^lained  earlier.  Frequencies  of  elemental 
occurrence  per  load  are  generally  those  definitely  established  for  elevators 
studied.  Where  frequencies  were  highly  variable,  a  realistic  assumption  of 
the  frequency  was  established  from  observed  conditions. 

2/  Method  assumed  is  most  frequently  used  one  -  individual  wheel  hooks. 

_3/  This  assumes  that  all  vehicles  were  dumped  with  the  hoist.  Actually, 
elevator  personnel  helped  unhitch  and  dump  trailers  on  about  9  percent  of  the 
total  number  of  loads  and  shoveled  grain  off  4  percent. 
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ATTACHMENT  B 


HOW  FEED  MILL  MANAGERS  SPEND  THEIR  TIME  -—  THREE  1-HOUR  EXAMPLES 


Case  No.   1 


Case  No.   2 


Case  No.    3 


00-Custonier-discuss  cxop 
05-C\istomer-check  account 
07-Type  statement 
10-Wei^ 

11-Advise  driver 
12-Advise  office  help 
13-Weigh  &  record 
1^4— C^lstoIner-test  com 
l6-Advise  drivers 
l8-Write  tickets 
19-Disc\iss  tickets-GH  &  MH 
2^1— Customer 
25-C\istomer-test  com 
27-Clieck  havil  ticket 
28-Study  reports 
31-Visit 

32- Advise  mill  help 
36- Study  reports 
^0 -Phone 

i+1- Study  reports 
47-Customer-visit 
if8-Advise  mill  help 
50-Adjust  feed  prices 
53-Test  com-N.H. 
5U-Advise  mill  help 
55-Customer-inform 
58-Get  market  report 
60-  " 


00 - Oust omer - settlement 

05 -Salesman 

li^-Bill  RR  car 

22-Phone 

26-C\xstomer 

27-Phone 

29-RR  agent 

31 -Study  reports 

ij-0 -Phone 

4l -Advise  drivers 

^3-Phone 

^5-Customer-visit 

if7-Plione 

50-Test  com 

51 -Customer 

5 5 -Customer 

58-Salesman 

60-  " 


00 -Advise  mill  help 

03-Check  records 

06-Weigh 

07-Ticket 

08-Check  records 

17-Advise  mill  help 

20-Customer 

25-Weigh 

26-Customer 

27-Customer  settlement 

29-Customers-visit 

^3-Advise  mill  help 

51-Customer 

53-Advise  mill  help 

60-  " 
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FACILITY  AND  EQUIPMENT  NEEDS  FOR  EFFICIENT  GRAIN  HANDLING 

B.  W.  Sadler 
Virginia  Department  of  Agriciiltxire 

Efficiency  seems  to  be  the  key  word  these  days  in  every  type  of  business,  and 
in  agricultiire  it  is  very  noticeable  from  the  contact  farming  systems  all  the 
way  throxogh  the  various  marketing  channels  to  the  cons\;imer.  Feed  mills  and 
grain  elevators,  if  they  are  not  already  efficient,  must  become  so  to  survive 
in  this  highly  competitive  field. 

For  the  discussion  of  the  subject  assigned  me,  "Facility  and  Equipment  Needs 
for  Efficient  Grain  Handling,"  I  have  classified  the  procedure  into  five  steps 
(l)  Receiving;  (2)  measviring  both  qxjality  and  quantity;  (3)  storage;  (k)   quality 
improvement;  and  (5)  out  movement. 

This  discussion  will  begin  as  the  grain  enters  the  receiving  yards  of  the  local 
grain  elevator  or  feed  mill.  I  have  a  pict\rre  here  of  trucks  lined  up,  waiting 
to  be  unloaded,  \diich  was  taken  about  8  years  ago;  and  even  though  we  might 
still  have  trucks  lined  up  in  the  receiving  yards  even  now  or  even  this  year, 
they  are  not  lined  up  for  nearly  as  long  a  time;  and  you  will  not  see  any — or 
if  any,  a  very  few — truck  loads  of  bagged  grain  as  you  see  in  this  picture. 
Bagged  grain  had  to  go,  not  only  for  efficiency  in  harvesting,  but  also  in 
marketing.  Where  it  takes  from  30  to  ^5  minutes  to  unload  a  truckload  of 
bagged  girain,  03aly  5  to  10  minutes  are  req\iired  to  unload  the  same  amo\mt  of 
bulk  grain.  As  this  second  picture  shows,  the  change  in  harvesting  from  the 
use  of  bags  to  the  system  of  bi-ilk,  has  broxxght  about  greater  efficiency  at  the 
local  elevator,  resulting  in  less  delays  in  unloading.  Where  once,  the  bottle- 
neck in  moving  grain  to  market  was  only  at  the  local  elevator,  it  is  now  at  the 
terminal  elevator  as  well.  Nat\irally,  I  am  speaking  from  my  experience  in 
Virginia,  and  this  might  not  be  true  in  other  areas. 

I 
Harvesting  eq\iipment  and  harvesting  practices  need  to  be  reviewed  in  discussing 
the  assigned  subject;  just  as  much  so  as  in  the  military,  the  enemy's  potential 
needs  to  be  eval\mted.  In  my  area,  grain  is  being  harvested  and  marketed  in 
less  than  one-half  the  time  of  a  few  years  back.  Instead  of  the  grain  being  cut 
and  shocked  in  the  field  for  later  thrashing  and  marketing,  most  of  it  is  now 
harvested  with  the  combine,  picker  or  picker- sheller;  and  the  portion  for 
commercial  sales  is  brought  straight  to  the  market  from  the  field.  This  has 
increased  the  vol\me  for  the  local  grain  handler  during  the  harvest  period, 
which  has  increased  his  efficiency  in  some  respects  and  has  added  to  his  prob- 
lems in  other  ways.  He  now  handles  more  grain  in  a  short  period  of  time,  but 
then  his  slack  periods  are  longer. 

Classifying  the  product,  with  each  load  varying  in  moisture  content,  and 
evalTjating  the  worth  of  the  grain  less  the  add  mixtiires  of  weed  seeds  and  chaff, 
is  another  added  responsibility  which  has  increased  as  hairvesting  practices 
have  changed.  For  example,  the  moisture  content  of  com  offered  for  sale  has 
continued  to  increase  as  harvesting  practices  changed  from  the  shock  to  the 
picker,  and  now  the  picker- sheller.  A  few  years  back  I72  percent  moistvire 
was  top  for  marketing  com.  It  moved  \ip  to  20  to  22  percent  as  the  picker  came 
in  use;  and  now  with  the  picker- sheller,  com  containing  25  to  30  percent  moisture 
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when  marketed  is  quite  connnon,  with  some  people  advocating  35  percent  moistiare 
to  prevent  harvest  losses  due  to  shattering.  Corn  containing  moisture  of  these 
proportions  demands  tremendous  care  in  handling.  Often  any  delay  in  drying 
high  moisture  com  resiiLts  in  qviality  deterioration. 

Where  the  drying  facilities  of  the  local  grain  handler  were  adequate  last  year 
and  shelling  inadequate,  this  year  it  was  reversed  due  to  the  increased  use  of 
the  picker- sheller.  I  have  presented  to  you  some  of  the  problems  in  grain 
handling  bro\ight  about  by  changes  in  harvest  machinery  and  practices. 

Now  let's  look  at  the  five  points  mentioned  at  the  beginning. 

Receiving 

Facilities  and  equipment  are  needed  for  convenient  and  fast  receiving  to  pre- 
vent long  delays  in  getting  imloaded,  with  a  minimum  of  labor.  I  don't  believe 
we  have  a  single  major  grain  handling  facility  in  Virginia  now  that  is  not 
equipped  with  facilities  to  raise  the  truck  for  easy  unloading.  Grain  handlers 
who  hesitated  in  providing  these  facilities  because  of  the  cost,  soon  changed 
their  minds  ■v^en  farmers  began  changing  dealers,  based  on  whether  the  dealer 
had  a  truck  lift  or  not. 

Weighing  the  load  has  always  been  a  problem  where  scales  are  not  properly 
located.  The  platform  scale  that  will  weigh  the  entire  truck,  loaded  and 
empty,  seems  to  be  most  desirable.  It  not  only  provides  weighing  the  entire 
load  in  one  operation,  but  it  also  makes  it  easier  for  the  farmer  to  check  his 
weight,  creating  more  confidence  in  the  weight  received. 

Also  sampling  and  analyzing  the  grain  for  quality  before  unloading  can  be 
accomplished,  with  the  grade  representing  the  lot  as  weighed.  This  grade  infor- 
mation before  vinloading  seems  to  be  very  essential,  not  only  for  efficient 
binning,  but  also  it  allows  time  for  both  parties  interested  in  the  transaction 
to  agree  on  price  adjustments,  if  it  be  necessary,  before  the  identity  of  the 
grain  is  lost.  Elevator  legs  of  sufficient  capacity  to  move  grain  as  fast  as 
it  is  received,  plus  additional  legs  and  scales  to  move  the  grain  out  or 
throiigh  the  dryer  ajid  cleaner  without  affecting  the  continuous  in-flow  of 
grain  are  necessary. 

I  have  known  elevators,  and  you  probably  have  too,  which  coiild  do  only  one  job 
at  a  time  —  either  operate  the  dryer,  run  the  cleaner,  transfer  from  one  bin 
to  another,  load  out  or  receive  only  one  kind  of  grain  at  a  time.  One  additional 
leg,  a  holding  bin  or  another  scale  coxild  correct  this  difficiolty.  A  small 
local  elevator  handling  from  10  to  20  times  its  capacity,  must  be  equipped  with 
these  duplicate  handling  facilities  for  efficient  operation.  Svifficient  number 
of  bins  for  economical  separation  of  the  various  kinds  and  quality  of  grain  as 
received,  plus  enough  bins  to  take  up  the  lag  in  conditioning  and  moving  the 
grain  out,  must  be  provided  if  the  movement  "in"  is  to  be  continuous  without 
long  delays. 
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Measviring  Qijantity  and  Quality 

I  have  already  touched  on  the  necessity  for  accurate  measioring  devices  for 
detenaining  both  quantity  and  quality  of  grain  when  received.  The  grading 
service,  as  described  above,  completed  before  the  grain  reaches  the  unloading 
pit,  is  valuable  when  the  grade  and  the  weight  are  of  the  same  product.  So 
often,  with  inside  scales  only,  grain  is  cleaned  before  weighing,  making  it 
impossible  to  adequately  classify  the  grain  for  planned  binning  or  price 
adjustments.  If  the  grade  is  questioned  a  recheck  is  not  possible.  With  grain 
moving  to  market  directly  from  combines  and  pickers  or  picker-shellers,  price 
adjustments  for  each  lot  are  almost  a  necessity. 

Onions  in  wheat  alone  result  in  discounts  of  25  cents  per  bushel  and  in  some 
instances  up  to  as  much  as  ^0  cents  per  bushel  when  it  is  considered  only  fit 
for  feed  uses.  Moisture  in  com  is  more  of  a  factor  in  the  early  season  when 
all  com  carries  excess  moisture.  Foreign  material  in  soybeans,  varying  in 
amoiants,  res\ilts  in  weight  adjustments  and  cleaning  charges  to  more  than  a  few 
cents  a  b\ishel.  Recognized  standard  grading  eqxiipment  and  grading  procedures 
for  accuiutely  classifying  the  grain  as  it  moves  through  market  channels, 
should  not  be  slighted. 

We  believe  this  service  provided  by  us  in  Virginia  to  o^xc   farmers  and  dealers 
has  brought  stability  to  our  markets  with  distribution  of  profits  all  along 
the  line  with  the  farmer  receiving  higher  prices  than  he  wo\ild  if  this  official 
grading  service  was  not  available.  About  two  years  ago  we  made  a  check  of 
prices  received  and  found  that  in  areas  where  no  official  grading  was  furnished, 
farmers  were  averaging  about  10  cents  a  bushel  less  for  their  wheat  than  farmers 
in  areas  where  official  grading  was  provided. 

Storage 

For  efficient  grain  handling  storage  should  be  divided  into  a  number  of  bins 
for  binning  grain  of  varying  qualities  separately.  The  number  of  bins  will 
vary  according  to  the  type  and  condition  of  grain  handled.  I  am  of  the  opinion 
that  grain  handlers  should  have  enough  bins  to  separate  wet  com  according  to 
moistxire  content  rather  than  throwing  all  corn  to  be  dried  together  in  the 
same  bin. 

With  the  discounts  in  oiir  area  for  garlicky  wheat,  based  on  the  niomber  of 
onions  in  a  1,000  gram  sample,  it  woiild  seem  advisable  to  have  enoxigh  bins  to 
separate  according  to  the  breakdown  of  the  discount  schedxile.  The  prevailing 
sched\ile  in  o\ir  area  changes  with  maximum  of  6  onions  at  8  cents  per  bushel 
discoxmt;  12  onions,  10  cents;  20  onions, 1^4-  cents;  30  onions,  17  cents;  ^0 
onions,  20  cents;  smd  100  onions,  25  cents.  The  economics  in  separate  binning 
for  any  grade  factor  must  be  evaluated  for  each  market  area. 

Quality  Improvement 

It  is  a  grain  handler's  responsibility  to  protect  the  qx^ality  of  grain  as 
received  and  to  improve  it  ■vriaen  necessary.  Drying  facilities,  which  are  now 
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more  essential  for  efficient  grain  handling  than  ever,  shoxild  be  used  primarily 
to  protect  the  natural  quality  of  the  grain  rather  than  to  improve  it.  I  guess 
in  some  instances  of  grain  beginning  to  deteriorate,  artificial  drying  may 
improve  the  quality  as  well  as  check  further  deterioration.  However,  so  often 
the  grain  handler  seems  to  be  overconfident  of  the  improvement  possibility  stnd 
becomes  too  careless,  allowing  his  grain  to  go  out  of  condition  permanently. 
The  grain  handler  should  have  adeq\mte  drying  facilities  to  protect  the  quality 
of  grain  as  received. 

An  aeration  system,  moving  natxoral  air  throiigh  grain  by  force,  is  fining  in 
popularity,  not  only  for  cooling  grain  to  safe  storage  temperatures,  but  also 
for  increasing  the  length  of  safe  storage  time  for  wet  grain.  With  an  aeration 
system,  drying  efficiency  can  be  doubled. 

Another  piece  of  equipment  -  the  grain  cleaner  -  might  be  considered  indispens- 
able by  some  people  and  of  no  value  by  others.  I  don't  believe  its  use   in 
receiving  grain  has  been  entirely  satisfactory.  So  often  a  grain  handler  with 
hopper  scales  in  his  plant,  will  run  aH  grain  purchased  over  the  cleaner  before 
it  is  weighed.  The  material  cleaned  out  varies  from  chaff  to  good  salable  grain, 
One  year  we  checked  the  screenings  of  wheat  from  one  such  grain  handler  and 
found  the  screenings  to  have  a  test  weight  of  52  pounds  per  bushel.  In  such 
case,  and  in  numerous  other  ways,  the  cleaner  is  used  to  penalize  the  seller. 
I  think  the  cleaner  has  a  place  in  efficient  grain  handling  if  it  can  be  used 
as  a  scalper  for  incoming  grain,  for  separating  grain  that  becomes  mixed  in 
the  elevator  and  for  a  minimiam  amount  of  screening  of  grain  handler's  stocks. 
Viy   experience  leads  me  to  the  conclusion  that  a  cleaner  used  on  incoming  grain 
is  misused  more  often  than  it  is  properly  used. 

Recently  Mr.  J.  H.  Meek,  Director  of  the  RLvislon  of  Markets  and  Mr.  Brinkley, 
Commissioner  of  Agriculture,  stated  as  a  policy  for  people  buying  grain  in 
Virginia,  that  when  grain  is  bought  or  stored  on  a  grade  or  grade  factor  basis, 
both  the  net  weight  and  the  grade  should  be  determined  before  the  grain  is 
cleaned  or  both  determined  after  cleaning;  that  the  practice  of  determining 
the  grade  before  cleaning  and  the  net  weight  after  cleaning  as  a  basis  for 
settlement  or  storage  is  considered  to  be  in  violation  of  an  act  by  the  193^ 
Virginia  General  Assembly,  which  prohibits  misrepresentation  of  the  grade, 
quality,  and  condition  of  agricioltural  commodities. 

Out  Movement 

This  is  just  as  important  as  the  in  movement.  Truckers  and  bayboat  captains 
don't  like  to  wait  either.  The  railroad  is  different.  However,  as  I  have 
already  stated,  for  a  continuous  movement  in,  there  must  be  a  reasonable 
movement  out  if  maxim\am  lise  is  to  be  made  of  the  elevator  and  facilities  in 
between  the  incoming  and  the  outgoing.  There  shoiild  be  facilities  for  loading 
all  kinds  of  trucks,  both  open  and  covered,  with  a  minimum  of  labor.  The  same 
applies  for  loading  boxcars  and  bayboats.  Grain  shoiild  be  sold  on  a  basis  of 
the  U.  S.  Grain  Standards,  and  the  quality  desired  so  reflected. 
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CONCLUSIONS  AND  RECOMMENDATIONS 


On  improving  management  practices  in  operating  local 
grain  elevators  and  feed  mills 

Nineteen  representatives  from  nine  States  and  the  U.  S.  Department  of  Agric\il- 
ture  discussed  the  vario\iS  phases  of  improving  management  practices  in  operat- 
ing local  grain  elevators,  feed  mills  and  seed  processors.  The  work  groxsp 
siiggested  that  consideration  be  given  to  the  following  types  of  activities: 

1.  Service  work  to  aid  in  solving  cost  and  efficiency  problems 
which  take  into  consideration  the  highly  individual  character 
of  the  organization,  plant  layout,  and  equipment  in  each  plant. 

2.  Need  for  service  work  in  analyzing  plant  problems  as  a  basis 
for  making  specific  recommendation  to  improve  the  operation 
of  grain   elevators  and  feed  mills. 

3.  Conduct  group  meetings  on  inventory  supply  and  demand 
situations  in  marketing  areas  taking  full  advantage  of 
ciirrent  research  information  available  and  changes  in 
harvesting  and  marketing  practices. 

k.     Provide  management  with  information  on  the  most  economical  methods 
of  handling  and  marketing  grain. 

5.  Provide  assistance  on  classification  according  to  grade' 
standards  on  merchandising  through  demonst rational  meetings, 
short  courses,  and  personal  services. 

6.  Provide  guides  in  individual  business,  such  as  outside  selling, 
alternative  lines  of  merchandise,  establishment  of  grain  banks 
for  better  use  of  time  and  facilities  dinring  slack  periods. 

7.  Help  individioal  managers  analyze  their  time  in  decision-making  by 
finding  out  how  they  actually  utilized  their  time. 

8.  Take  the  leadership  in  organizing  business  management  schools 
which  demonstrate  approved  procedures.  In  connection  with  this 
program,  the  State  department  woiild  assume  the  resi)onsibility 
of  enlisting  State,  Federal,  and  private  agencies  to  provide 
subject  matter  know-how  and  encoxorage  trade  people  to  participate 
in  these  schools. 
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INSTALLING  AEEIATION  SYSTEMS  IN  COMMERCIAL  GRAIN  STORAGES 

Leo  E.  Holman 
Agricult\aral  Marketing  Service 
U.  S.  Department  of  Agricultxire 

Grain  storage  operators  have  long  followed  the  practice  of  "tiaming"  grain- - 
moving  it  thro-ugfa  the  air- -to  help  maintain  the  market  quality  of  stored  grain. 
Recent  research  results  and  industry  experience  have  shown  that  aeration  systems 
using  mofcor-driven  fans  to  move  air  through  the  stored  grain  can  do  a  better  and 
cheaper  job  than  that  done  by  tiuming.  Consequently^  the  use  of  motor-driven 
fans  for  aerating  grain  in  commercial  storages  is  becoming  more  widespread 
each  year. 

Aeration  is  defined  as  the  moving  of  air  through  stored  grain  at  low  airflow 
rates,  for  purposes  other  than  drying,  to  maintain  or  improve  its  value. 
Aeration  systems  are  used  for  such  pxarposes  as: 

1.  Cooling  stored  grain  to  prevent  or  minimize  mold  growth 
and  insect  activity. 

2.  Equalizing  tempei-atures  in  stored  grain  to  prevent  moisture 
from  moving  from  warm  to  cooler  grain. 

3.  Removing  odors  from  stored  grain. 
k.     Applying  fumigants  to  stored  grain. 

5.  Holding  moist  grain  in  storage  for  brief  periods. 

6.  Removing  small  amounts  of  moisture  during  an  extended  period 
of  storage. 

Aeration  should  be  advantageous  wherever,  and  whenever,  storage  operators  now 
practice  turning  of  stored  grain.  It  is  especially  adaptable  to  flat  storages, 
converted  oil  tanks  and  similar  storages  \^ere  it  is  difficult  to  turn  the  grain. 
In  fact,  without  aeration  longtime  storage  in  flat  storages  is  impractical  in 
many  areas.  The  Commodity  Credit  Corporation  recognizes  this  fact  and  in  many 
areas  wiJJ.  not  approve  flat  storages  as  being  suitable  for  storing  government- 
owned  grain  imless  they  are  eq\iipped  with  adeqviate  aeration  systems. 

The  storage  operator  must  consider  several  points  in  making  a  decision  as  to 
whether  or  not  to  install  an  aeration  system.  If  the  grain  is  stored  for  only 
1  to  3  months,  and  not  t\arned,  aeration  may  hot  pay.  Or,  if  the  storage  is  in 
an  area  where  grain  temperatures  are  not  above  70  F.  when  stored,  and  where 
moisture  migration  and  accumulation  is  not  a  problem  during  the  winter  months, 
aeration  may  not  be  needed.  Aeration  does  not  permit  the  visual  inspection  of 
grain  that  is  possible  when  it  is  turned.  Consequently  some  operators  will 
turn  grain  occasionally  althoiigh  using  aeration.  It  is  desirable  to  install  and 
use  reliable  grain  temperature  indicating  equipment  in  connection  with  aeration 
systems . 
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With  aeration,  the  grain  is  not  moved  and  thus  the  wear  and  tear  on  both  the 
grain  and  the  grain  handling  machinery  is  reduced  and  losses  due  to  shrinkage 
and  increases  in  dockage  caused  by  turning  are  minimized.  Aeration  also  makes 
possible  the  use  of  100  percent  of  the  storage  space,  or  nearly  so,  as  few,  if 
any,  empty  bins  are  needed  for  t\iming  the  grain.  Aeration  also  provides  a 
practical  and  economical  means  of  fumigating  stored  grain  without  moving  the 
grain. 

The  small  amovuit  of  air  used  for  aeration  is  not  costly  to  provide.  Airflow 
rates  from  I/50  up  to  l/h   cubic  feet  of  air  per  minute  (cfm)  per  bushel  are 
suitable;  the  most  commonly  used  rates  range  from  1/20  to  l/lO  cfm  per  bushel. 

Information  available  from  storage  operators  and  from  research  studies  indicates 
that  the  total  annual  cost  for  aerating  stored  grain  ranges  from  l/k   up  to  1 
cent  per  bushel  depending  upon  the  type  of  storage,  the  kind  of  grain,  and  the 
hoiors  of  operation  required  to  satisfactorily  aerate  the  grain.  In  comparison, 
information  from  similar  sources  indicates  that  the  total  annual  cost  for 
turning  grain  (up  to  k   times  per  year)  can  range  from  3/^  ^J-P  to  3  cents  per 
bushel.  Therefore,  an  ann\aal  saving  of  from  l/2  to  2  cents  per  bushel  should 
be  possible  by  aerating  grain  as  compared  to  tiiming  grain. 

Aeration  is  usually  accomplished  by  drawing  (pulling)  atmospheric  air  downward 
thro\igh  the  grain  and  exhausting  the  air  through  the  fan.  In  the  warmer 
Southern  areas,  where  moisture  condensation  on  cool  grain  near  the  upper 
siirface  is  no  problem,  there  may  be  some  advantage  in  forcing  (pushing)  the 
air  upward  through  the  grain.  Then  any  heat  trapped  \mder  the  storage  roof  is 
moved  out  without  passing  thro-ugh  the  grain.  There  is  little  or  no  difference 
in  power  requirements  for  either  of  the  two  methods  with  a  properly  designed 
aeration  system.  Most  fan  assemblies  can  be  changed  on  the  aeration  system  to 
either  draw  or  force  air  as  the  operator  desires. 

Aeration  ducts  for  distributing  the  air  throiigh  the  grain  are  as  important  as 
the  fan  used  for  supplying  the  air.  The  openings  supplied  for  passage  of  air 
between  the  duct  and  the  fan,  the  amount  of  cross-sectional  £ind  surface  area 
provided  in  the  duct,  and  the  strength  of  the  duct  should  be  based  on  sound 
engineering  principles  and  recommended  practices.  Currently  aeration  ducts 
generally  are  installed  on  the  floor  of  the  storage.  Most  ducts  in  use  are 
circular  or  semi-circiilar  with  perforations  unifonnly  spaced  over  their  s\irfaces, 
Research  is  being  conducted  on  other  types  that  may  have  certain  advantages. 
For  example,  there  is  considerable  interest  in  a  "cross-flow"  system  for  upright 
storages  where  aeration  ducts  woTild  be  installed  vertically  against  the  inside 
walls.  This  arrangement  provides  a  relatively  short  path  for  the  flow  of  air 
and  permits  higher  airflow  rates  with  the  same  power  required  for  floor  systems. 

Maintaining  the  market  quality  of  stored  grain  by  aeration  involves  the  move- 
ment of  atmospheric  air  of  acceptable  temperature  and  relative  humidity  throxigh 
the  grain.  With  summer-stored  grain,  fans  generally  are  started  as  soon  as 
storages  are  filled  if  atmospheric  conditions  are  suitable.  Grain  temperatures 
should  be  lowered  as  soon  as  possible  to  minimize  mold  growth  and  insect 
activity.  During  the  fall  fans  can  be  operated  when  the  air  temperature  is 

306 


10  to  15  degrees  below  that  of  the  •warmest  portion  of  the  stored  grain  and  when 
air  relative  hijmidity  is  satisfactory.  General  storage  practice  indicates  that 
a  grain  temperatxare  of  about  50  degrees  is  satisfactory,  particiilarly  if  grain 
is  to  be  raoved  during  hot  weather.  Grain  temperatures  of  35  and  kO   degrees  have 
been  satisfactory  \rtiere  grain  was  not  moved  diiring  warm  weather.  As  grain 
cools  by  zones  the  airflow  must  be  adequate  to  move  the  cooling  zone  through 
all  the  gDrain  within  an  allowable  time  limit.  There  is  danger  of  grain  deterior- 
ation in  that  part  of  the  bin  cooled  last,  particiolarly  in  warmer  climates.  The 
time  required  to  move  a  cooling  zone  through  stored  grain  mainly  is  dependent 
upon  the  airflow  i^te  used  and  the  amo\jnt  of  cooling  resulting  from  evapoi^tion 
of  water  from  the  grain.  For  example,  with  l/lO  cfm  per  bushel,  and  some 
evaporative  cooling,  from  3  to  5  days  generally  are  required;  with  little  or 
no  evaporative  cooling  the  time  may  be  doubled. 

Aeration  is  becoming  an  established  practice  for  maintaining  the  market  quality 
of  stored  grain  and  in  minimizing  handling  costs.  It  shoiold  not  be  assumed, 
however,  that  aeration  is  a  "sure-cure"  for  all  grain  storage  problems.  Also, 
it  is  emphasized  that  sat^^'  sfactory  aeration  systems  require  soxmd  engineering 
design  and  installation  and  the  application  of  the  known  principles  of  air 
movement.  A  system  that  is  not  properly  designed  and  correctly  operated  can 
be  worse  than  no  system;  a  good  system  used  correctly  can  mean  a  saving  in 
operating  costs  and  better  quality  grain. 


CONCLUSIONS  AND  RECOMMENDATIONS 

On  installing  aeration  systems  in  gi^in  elevators 

Sixteen  representatives  from  seven  States  and  the  U.  S.  Department  of  Agriciil- 
ture  discxissed  the  installation  and  using  of  aeration  systems  in  maintaining 
the  qijality  of  grain  in  storage.  The  work  group  s\iggested  that  consideration 
be  given  to  the  following  types  of  activities. 

1.  Service  personnel  sho\ald  analyze  conditions  at  grain  storage 
facilities  to  determine  the  need  for  aeration,  the  kind  of 
aeration  equipment  to  be  installed  and  in  working  out  specific 
problems  connected  with  the  operating  procedures  of  aeiration 
systems.  Such  factors  as  temperatirre  and  humidity  controllers 
which  affect  the  use  of  aeration  systems  should  be  taken  into 
consideration  in  developing  service  programs  in  this  field. 

2.  Acquaint  researchers  with  local  problems  in  specific  areas  that 
need  fiorther  study. 

3.  Obtain  and  use  current  research  findings  in  assisting  in  the 
installation  of  aeration  equipment  in  order  to  effectively 
develop  this  type  of  program.  It  is  necessary  that  a  close 
coordination  be  maintained  by  USDA, industry,  and  State  research 
personnel  and  the  State  marketing  service  specialists. 
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k.     Close  coordination  be  maintained  by  the  State  Department  with  local 
equipment  engineers  working  on  the  designing  and  installation  of 
grain  aeration  systems. 

5.  Conduct  area  meetings  with  USDA  personnel  to  discuss  current 
research  information  and  to  hold  short  courses  and  clinics  on 
design  techniques  for  tiiose  service  personnel,  eq\iipment  dealers, 
and  others  working  on  the  design  and  installation  of  aeration 
systems  for  farm  and  commercial  grain  storage  facilities. 

6.  Provide  assistance  in  designing  and  installing  aeration  systems 
in  accordance  with  the  needs  of  existing  and  new  grain  storage 
facilities. 


FACTORS  TO  CONSIDER  IN  DEVELOPING  AND  CONDUCTING  A  '* 

PROMOTION  PROGRAM  FOR  WHEAT 

W.  V7.  Graber 
Administrator,  Kansas  Wheat  Commission 

It  is  becoming  more  and  more  apparent  that  market  development  and  promotional 
work  of  agric\ilt\aral  products  is  more  than  the  responsibility  of  one  segment 
of  the  trade.  In  oior  competitive  system  for  a  share  of  the  consumer's  dollar 
there  needs  to  be  a  coordinated  effort  from  the  producer,  through  the  processor, 
through  the  merchandiser  to  the  consumer. 

Agric\ilt\iral  trade  groups  which  have  been  most  successfixl  have  followed  this 
pattern  of  promotional  effort.  Those  who  have  depended  upon  the  merchant  to 
do  all  of  the  selling  of  their  product  have  generally  declined  in  their  share 
of  the  consumer's  dollar.  Wheat  is  a  perfect  example  of  what  happens  when  the 
producer  loses  sight  of  what  he  is  growing  wheat  for,  and  is  unmindful  of  what 
happens  to  his  product  after  it  is  sold  and  he  has  pocketed  the  money.  He 
becomes  so  negligent  even  in  his  production  of  the  raw  material  that  he  doesn't 
even  raise  the  raw  product  for  its  \iltimate  intended  use,  but  only  for  an 
immediate  fast  buck. 

The  results  here  are  very  evident.  We  have  produced  wheat  only  for  dollars 
instead  of  food  and  markets  at  home  and  abroad.  As  a  result,  we  have  millions 
of  bushels  of  wheat  on  hand,  much  of  which  American  millers  cannot  use,  and 
cash  buyers  in  foreign  coimtries  will  not  buy  because  of  qxjality  and  negligence 
in  handling  thro\igh  trade  channels.  You  cannot  sell  junk  while  someone  else  is 
selling  q\aality  products,  and  neither  will  your  product  sell  in  this  competitive 
market  without  an  organized  promotional  effort. 

Wheat  coramisrions  are  relative  new.  The  Kansas  Wheat  Commission  is  less  than 
2  years  old.  Nebraska  has  had  a  commission  for  3  years,  and  Colorado  since 
June  of  1958*  Oregon's  Commission,  promoting  white  wheat  from  the  Pacific 
Northwest  has  been  in  operation  for  10  years  and  results  of  their  efforts  are 
phenomenal. 
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One  decided  advantage  Oregon  has  is  that  their  type  of  -wheat  is  not  nearly  as 
abundant  as  ours  in  the  Midwest  and,  because  of  geographic  location,  probably 
never  will  be.  It  is  much  easier  to  sell  I50  million  bushels  of  wheat  than 
1  billion  200  million  bushels.  Our  wheat  commissions  collect  from  I/5  to  1/2 
cent  per  bushel  from  wheat  producers  for  promotional  work.  Much  of  this  work 
is  of  an  educational  natiore.  Our  first  efforts  must  be  directed  toward  the 
farmers.  A  consciousness  on  their  part  is  necessary  to  support  this  program 
from  the  raising  of  wheat  on  to  its  final  use. 

The  grain  trade  needs  to  be  informed  about  their  responsibility  and  stake  in 
this  effort  from  local  elevator  through  export  channels.  We  are  working  out 
programs  with  millers  and  bakers,  nutritionists,  and  others  to  convince  the 
consuming  public  of  the  merits  of  our  product.  There  is  a  need  to  know  what 
your  problems  are  and  take  a  positive  approach  toward  solving  these  problems. 

Nutritional  needs  are  to  be  studied  as  well  as  areas  where  your  particular 
product  has  been  at  a  disadvantage  in  the  markets.  Fads  and  habits  of  consumers 
need  a  close  scrutinization.  Adapting  what  you  have  to  the  tastes,  desires, • 
facilities,  and  needs  of  the  consumer  is  essential.  Costs  of  this  type  of  work 
should  be  shared  by  all  who  benefit  from  producer  through  retailer.  \-Jhat  you 
have  to  offer  must  be  competitive  pricewise  with  competing  commodities. 

These  promotional  efforts  must  naturally  be  developed  for  both  foreign  and 
domestic  markets.  Some  of  this  work  can  be  used  in  both  areas,  since  much  has 
to  be  done  abroad  \rtiich  doesn't  apply  to  the  problems  at  home.  We  have  and  are 
making  studies  of  some  of  our  problems  relating  to  transportation,  nutrition, 
distribution,  education,  etc. 

Through  the  l<Iarketing  Division  of  our  State  Board  of  Agriculture,  we  have 
established  a  nutritional  educational  program  in  Kansas.  We  have  obtained 
material  from  the  American  Institute  of  Baking  and  the  American  Federation  of 
Flour  Millers  and  are  distributing  this  information  throxigh  the  schools  of 
Kansas,  to  home  demonstration  agents,  nutritionists,  women's  organizations,  etc. 
We  have  over  7^000  teachers  in  Kansas  who  are  using  this  material  in  their 
classes  as  well  as  the  other  groups  mentioned.  This  material  is  paid  for  by 
the  Kansas  I'/heat  Commission.  It  is  my  opinion  that  such  programs  could  be 
carried  out  in  other  States.  A  similar  program  is  being  started  in  heavily 
populated  areas  of  other  States.  Any  assistance  from  State  Boards  of  Agriculture 
in  these  States  woxold  be  appreciated.  This  material  does  not  deal  only  with 
br^.d,  but  is  an  overall  nutritional  program  stressing  a  balanced  diet,  which 
certainly  does  not  mean  leaving  bread  in  some  form  out  of  any  meal. 

Through  Federal  and  private  research  laboratories  we  are  trying  to  develop  new 
foods  as  well  as  industrial  uses  for  wheat.  We  are  using  Federal  as  well  as 
State  funds  for  this  work. 

In  cooperation  with  millers  and  bakers,  studies  are  being  made  to  disprove 
arguments  that  have  hurt  our  trade  such  as  decaying  teeth  and  weight  gains 
because  of  bread  consumption.  Naturally  this  has  to  be  carried  out  on  a 
scientific  basis  and  with  the  approval  of  medical  and  dental  groups.  If  we  had 
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been  doing  this  10  years  ago,  some  of  our  decline  in  bread  consiomption  covG-d 
have  been  avoided. 

No  one  except  a  varped  economist  would  argue  the  value  of  advertising  as  a 
means  of  promotion.  Months  or  periods  of  time,  set  aside  for  special  emphasis 
on  utilization  of  certain  foods  stimulate  sales  and  can  greatly  increase  con- 
sumption.  "Sandwich  Month"  has  shown  definite  results  in  bread  consumption. 
Naturally,  "a  sandwich  isn't  made  of  bread  alone,"  consequently  other  food 
areas  benefit  as  well.  We  are  working  on  projects  for  increased  consumption 
of  wheat  as  livestock. and  poultry  feeds.  Much  work  has  been  done  in  this  area 
by  agricultural  colleges.  These  res\ilts  are  being  compiled  and  will  be 
published  and  publicized. 

In  foreign  market  development  work,  we  have  made  surveys  of  Western  European, 
South  American,  and  Caribbean  countries.  We  have  gained  much  information 
concerning  our  problems  in  export  markets.  We  have  established  an  office  in 
Rotterdam,  Holland  and  a  program  is  underway  to  increase  purchases  of  Hard  Red   j 
Winter  Wheat  from  the  United  States.  Foreign  buyer  educational  programs  are     ' 
being  established  to  teach  them  how  to  b\ay  on  specification  basis  and  complaints 
against  our  products  are  closely  checked. 

A  similar  office  is  being  established  in  Lima,  Peru,  for  South  America.  Because 
of  the  great  need  for  nutritional  education  there,  a  nutritionist  has  been 
placed  in  Brazil  to  train  native  personnel  and  conduct  educational  campaigns 
there.  A  survey  is  ixnderway  in  India  at  present  where  an  office  for  market 
development  work  has  been  established  in  New  Delhi.  Nutritional  educational 
work  is  desperately  needed  there.  Demonstration  buses  with  mobile  kitchens  will 
be  used  in  our  effort  here.  Since  very  few  Indian  housewives  have  ovens  or 
cooking  facilities  similar  to  ours,  we  will  have  to  adapt  our  products  to  their 
tastes  and  facilities. 

We  have  participated  in  food  fairs  in  Europe,  South  America,  India,  and  Japan. 
Here  we  have  an  opportianity  to  tell  foreign  people  about  our  products.  They  can 
see,  feel,  and  taste  our  commodity  from  the  raw  material  to  the  finished  product. 
Thousands  of  foreigners  have  had  the  opportunity  to  taste  doughnuts  and  bread  made 
from  oiir  wheat.  Trade  groups  have  seen  the  analysis  and  milling  and  baking  tests 
of  our  -v^eat.  We  are  blending  our  \Jheat   with  their  soft  "vriaeats  in  laboratories 
to  find  \7hat  meets  their  needs  best  since  they  must  utilize  their  own  production 
to  the  best  advantage. 

In  closing,  I  would  say  that  a  team  effort  combining  producer,  processor, 
retailer,  and  certainly  State  Boards  of  Agriculture,  to  assist  in  disseminating 
information  can  accomplish  much  toward  better  utilization  of  oxjt  agricultural 
products  in  the  United  States  and  in  foreign  lands. 
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DEVELOPING  MARKETS  ABROAD 

James  0.  Howard 
FAS,  U.  S.  Department  of  Agricult\ire 

As  background  for  your   discussion^  I  will  outline  the  work  which  the  Foreign 
Agricultural  Service  is  doing  to  assist  in  foreign  nmrket  development.  In  the 
latter  part  of  my  remarks  I  will  give  special  attention  to  cooperative  programs 
using  foreign  currency  and  then  raise  the  question  of  how  yoxir  agencies  might 
help  in  foreign  market  development. 

What  is  FAS  doing  to  help  develop  foreign  agricultural  markets? 

First,  it  is  gathering  marketing  facts  throughout  the  world  and  furnishing  them 
to  the  people  who  need  them  here  at  home.  The  backbone  of  this  flow  of  infor- 
mation is  our  agricultural  attache  system  which  furnishes  us  with  thousands  of 
reports  each  year  from  51  foreign  posts.  Among  these  are  the  reports  on  wheat 
which  come  from  almost  every  area  of  the  world. 

Additional  information  comes  from  o\ir  commodity  marketing  specialists,  who  go 
to  the  foreign  coiontries  and  join  their  specialized  knowledge  with  that  of  the 
agricxiltuiral  attaches  to  make  on-the-spot  market  surveys.  They  thus  supplement 
other  available  information  and  interpret  it  within  a  commodity  framework.  They 
also  come  back  and  report  first  hand,  as  well  as  in  written  reports,  to  the 
trade  groups  in  this  coimtry. 

This  fact -gathering  is  not  easy.  Some  co\mtries  have  good  statistics.  Some  do 
not  have  any.  Others,  particiilarly  in  the  Iron  C\irtain  countries,  do  not  want 
us  to  find  out  what  they  have.  A  specialist  in  estimating  wheat  crops  was  a 
member  of  one  of  the  agricultixral  teams  of  technicians  that  recently  went  to 
the  Soviet  Union. 

Facts  collected  by  our  attaches  and  marketing  specialists  throughout  the  world 
are  pulled  together  in  Washington  and  checked  against  all  information  available 
from  other  sources.  This  is  a  difficult  and  painstaking  job,  and  requires 
much  detailed  knowledge  of  the  commodity  in  question. 

This  world  information  is  published  promptly  and  distributed  to  the  U.  S. 
agricult\iral  trade.  Information  regarding  wheat  and  other  grains  goes  out 
quickly  and  regularly,  for  instance,  by  specialized,  keyed  grain  tirade  mailing 
lists  as  one  of  our  Foreign  Agricultural  Circulars.  FAS  reports  are  used  not 
only  by  groups  such  as  your  own  and  by  grain  exporters;  they  also  are  used  by 
the  Secretary  in  determining  acreage  allotments  and  by  the  Congress  in  determin- 
ing legislative  needs. 

A  recent  report,  for  example,  shows  that  U.  S.  and  world  wheat  production  hit 
a  new  high  this  year.  Until  this  last  year's  record  U.  S.  crop,  most  of  the 
world  increase  of  recent  years  was  being  accoimted  for  by  the  U.S.S.R.,  with 
smaller  gains  appearing  in  other  areas  of  Europe  and  Asia.  This  year,  bumper 
crops  in  the  United  States,  the  U.S.S.R.,  and  Mainland  China  boosted  production 
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500  million  bushels  over  the  previoiis  high.  This  world  picture,  combined  with 
our  U.  S.  situation,  accentuates  our   marketing  problem  both  at  home  and  abroad. 

Another  function  in  market  development  is  assistance  we  give  to  individual  trade 
representatives  abroad.  Let's  say  a  U.  S.  grain  exporter  wants  to  open  an 
office  in  a  foreign  coxmtry.  Or  a  wheat  team  goes  to  a  foreign  country  to  make 
a  marketing  suorvey.  One  of  the  early  stops  is  at  the  office  of  the  agricultioral 
attache,  who  gives  them  detailed  information  or  helps  with  problems  which  have 
been  encovmtered. 

A  third  function  in  this  field  is  in  helping  attain  free  or  freer  access  to 
foreign  markets.  Factors  affecting  agriciilt'ural  e^qports  are  numerous  and 
diverse.  Tliey  are  at  work  simultaneously  influencing  --  for  good  or  bad  —  the 
level  of  exports  of  all  U.  S.  agricultural  commodities.  One  important  market 
abroad  may  liberalize  trade  completely.  A  few  weeks  later  another  important 
foreign  customer  may  impose  quotas,  allocate  exchange,  or  take  other  steps  to 
limit  imports. 

Our  attaches,  along  with  a  special  section  in  FAS, Washington,  are  constantly 
working  on  these  problems. 

A  fourth  program  to  promote  foreign  markets  is  credit.  In  recent  years, 
competing  countries  have  been  using  various  kinds  of  attractive  credit  to  lure 
business  away  from  us.  The  United  States  has  met  this  to  some  extent  by  its 
own  loan  programs:  those  of  the  Ibqport -Import  Bank  and  the  Commodity  Credit 
Corporation.  Though  FAS  does  not  have  administrative  responsibility  for  either 
of  these,  we  do  cooperate  actively  both  in  Washington  and  in  the  field.  These 
programs  have  been  important  in  wheat  exports.  We  hope,  in  the  future,  to  shift 
an  increasing  q\jantity  of  our  grants  and  foreign  cxorrency  sales  td  more  conven- 
tional credit  terms  such  as  these. 

Programs  directly  administered  by  the  Government  —  which  we  in  Washington  call 
"action  programs"  —  are  a  fifth  method  whereby  we  assist  market  development 
abroad.  I  am  thinking  particularly  of  U.  S.  participation  in  the  International 
Wheat  Agreement,  and  of  Public  Law  hQO. 

The  International  Wheat  Agreement  is  a  unique  experiment  —  an  attempt  to 
develop  a  new  tool  to  help  solve  the  complex  problems  which  characterize  the 
international  economy  of  a  major  crop.  We  have  a  few  other  commodity  agree- 
ments, but  none  like  the  Wheat  Agreement.  As  I  say,  this  one  is  an  experiment. 
It  will  expire  next  year.  The  position  of  the  U.  S.  Department  of  Agricult\u:e 
is  that  the  agreement  has  been  of  some  help.  Ray  Vickery,  Director  of  FAS  Grain 
and  Feed  Division,  is  now  in  Geneva,  Switzerland, for  international  discussions 
about  renewing  the  agressoait  in  its  present  or  some  other  form. 

Public  Law  U80  provides  for  four  kinds  of  special  export  programs:  sales  for 
local  currency;  famine  and  other  emergency  relief;  barter;  and  donation  to 
private  relief.  Most  of  the  wheat  ^ich  moves  under  o\ir  special  export  programs 
goes  to  coTjntries  which  lack  the  dollars  to  buy  all  the  wheat  they  need.  These 
coimtries  lack  the  foreign  exchange  to  bioy  much  of  our  wheat,  or  wheat  from 
Canada  or  Austiralia. 
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Our  special  export  programs  for  wheat  dioring  the  four  years  of  Public  Law  ^4-80 
have  been  substantial  and  varied.  By  categories,  they  have  been  as  follows: 

(1)  Sales  for  local  currency  -  726  million  biishels,  (^95  Title  I  and 
231  under  Section  402  of  the  ICA  legislation). 

(2)  Bartered  for  strategic  and  critical  materials  -  210  million 
bushels . 

(3)  Donated  to  foreign  governments  for  famine  and  other  emergency 
relief  -  5^  million  bushels. 

{k)     Donated  to  private  relief  programs  and  to  private  charitable 
organizations,  an  equivalent  of  33  million  bushels. 

Total  of  special  export  programs  -  1,023  million  bushels. 

We  are  spending  a  tremendous  amount  of  money  to  keep  agricultural  products 
moving  abroad  under  Public  Law  kQO.     Wheat  is  one  of  the  important  commodities 
financed  under  it,  but  many  others  also  benefit  substantially. 

Let's  t\im  to  the  last  of  the  FAS  aids  to  foreign  marketing  —  one  in  which  Mr. 
Graber's  organization  and  FAS  are  partners  and  in  which  I  am  directly  involved. 

The  people  who  drafted  Public  Law  kQO   realized  that  \ttien  we  sold  a  billion 
dollars'  -wcrbh  of  s\irpluses  for  foreign  currencies  under  its  first  title,  we 
would  wind  up  with  a  billion  dollars  worth  of  foreign  money.  What  should  we 
do  with  it?  We  coioldn't  bring  it  homej  we  coiold  use  it  only  in  the  foreign 
covuatry.  The  largest  portion  would  have  to  be  loaned  back  to  the  foreign 
government  for  economic  development.  This  was  one  of  the  inducements  to  get 
the  foreign  governments  to  enter  into  the  agreement.  But  some  of  it  co\ild  be 
saved  for  \ises  more  directly  beneficial  to  the  United  States  —  the  amoxmt 
varying  from  agreement  to  agreement  depending  on  the  situation. 

The  drafters  of  the  law  felt  that  one  of  these  U.  S.  uses  should  be  to  help 
develop  dollar  markets  abroad  for  still  more  of  our  agricultural  products.  So, 
in  Section  lOU  of  the  act,  ^ich  lists  the  many  uses  which  nay  be  made  of  the 
foreign  currency,  the  one  which  heads  the  list  is  the  simple  statement  "(a)  to 
help  develop  new  markets  for  United  States  agricultural  commodities  on  a 
mutually  benefiting  basis." 

We  get  only  a  small  percentage  of  the  total  foreign  c\irrencies  to  use  for  this 
purpose,  but  it  still  looked  like  a  lot  of  money  when  we  were  just  starting  out, 
and  neither  we  nor  most  of  the  trade  groups  had  any  experience  in  this  field. 
This  vas  fovir  years  ago  and  there  vas  no  wheat  group  at  that  time  in  a  position 
to  join  in  this  program. 

My   colleagues  here  in  Washington  responsible  for  developing  policy  in  this 
program,  started  out  with  3  simple  rules  which  we  are  still  attempting  to 
follow : 
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1.  Private  trade  has  the  major  responsibility  for  developing  markets. 
Therefore^  FAS  will  work  with  and  through  private  trade  groups 
wherever  possible. 

2.  These  would  preferably  be  industry-wide  trade  groups  so  that  FAS 
would  only  need  to  deal  with  one  such  group  for  each  commodity^ 
and  so  the  group  could  speak  in  foreign  countries  for  the  entire 
industry . 

3.  The  progiram  should  be  a  sharing  of  expenses  between  the  Government 
and  the  trade  groups. 

Though  we  have  found  it  necessary  to  make  a  few  minor  exceptions  these  rxiles 
have  worked  well,  and  we  think  that  we  and  the  cooperating  trade  groups  have  a 
program  of  which  we  can  all  be  proud.  When  FAS  turned  to  the  wheat  industry 
they  did  not  find  a  group  which  met  these  qualifications  and  which  had  the 
money  to  put  into  such  a  program. 

Finally,  the  wheat  commissions  in  Oregon  and  Washington  joined  with  us  for 
promotion  work  in  Asia.  Soon  after  farmers  in  Nebraska  and  Kansas  followed  the 
lead.  They  had  first,  however,  to  secure  State  legislation  which  imposed  a  tax 
on  wheat  to  provide  funds  to  set  up  State  commissions.  Colorado  later  followed 
through  the  mechanism  of  a  State  marketing  order.  So  far  these  three  States 
have  not  been  joined  together  on  an  informal  basis  for  market  development  work 
abroad.  Now,  however,  they  are  joining  together  in  a  more  formal  organization 
to  be  called  the  Great  Plains  \Ihea.t   I^rket  Development  Association.  Mr.  Clifford 
Hope,  who  recently  retired  from  Congress,  is  Ct&.irman  of  the  Board  of 
this  new  organization.  He  made  a  progress  report  on  the  new  organization  at 
Hutchinson,  Kians.,on  Tuesday.  They  hope  to  get  it  under  way  very  shortly. 

Meanwhile  the  cooperating  State  commissions  that  teamed  up  with  FAS  have  made 
progress. 

The  first  project  for  the  Great  Plains  group  involved  expanding  the  market  in 
Italy  and  Greece.  One  team  from  Greece  and  two  from  Italy  were  brought  to  the 
Hard  Red  Winter  area,  for  periods  of  about  3  weeks  each,  to  observe  mills, 
elevators,  storage  facilities,  and  wheat  farms.  It  was  hoped  that  they  would 
be  impressed  with  the  high  quality  of  bread-type  wheat  which  can  be  obtained 
from  the  U.  S.  They  were  also  made  aware  of  the  characteristics  of  our  wheat 
and  how  it  is  best  used  and  handled. 

Later,  during  1957-58  three  survey  teams  of  U.  S.  representatives  visited 
markets  in  Europe,  South  America,  and  the  Caribbean.  These  projects  and  their 
findings  are  described  in  a  recent  Foreign  Agricultxire  Circular  issued  by  FAS. 
During  the  past  summer,  the  Great  Plains  group  received  teams  from  Portiigal, 
Colombia,  Brazil,  and  India  which  had  much  the  same  general  objectives  as  the 
Greek  and  Italian  groups. 

In  recent  months,  the  Great  Plains  group  has  set  up  marketing  offices  in 
Rotterdam  and  Lima.  Men  have  been,  or  will  be  assigned  to  each  office  to  bvdld 
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a  necessary  staff  and  establish  a  closer  relationship  between  the  end  user 
abroad  and  the  U.  S.  producer.  Bakers,  millers,  importers,  and  Government 
officials  will  all  be  contacted  in  carrying  out  the  overall  objective  of  main- 
taining and  expanding  Hard  Red  Winter  wheat  markets  throughout  these  two 
continents. 

Also,  in  Colombia,  the  Great  Plains  group  is  cooperating  with  the  Millers' 
National  Federation  to  increase  wheat  cons\amption.   Baking  schools,  school 
lionch  programs,  and  various  promotional  schemes  have  been  undertaken. 

Finally,  the  Great  Plains  group  has  helped  in  setting  up  and  handling  wheat 
exhibits  at  trade  fairs  in  Sao  Paulo,  Cologne,  Munich,  London,  and  Vienna. 

At  the  same  time,  their  fellow  farm  groups  from  Oregon  and  Washington  have  been 
active  in  Asia.  They  have  made  several  survey  studies;  they  have  invited  teams 
from  Korea,  Japan,  and  India  to  the  U.  S.  (the  latter  one,  jointly  with  yo\ir 
Great  Plains  group).  They  are  carrying  out  an  extensive  and  highly  effective 
consumption-promotion  program  in  Japan.  They  have  participated  in  trade  fairs 
in  India  and  Japan.  Now  they  have  set  up  an  office  in  New  Delhi  to  promote 
^eat  consumption  in  India.  The  work  in  India  is  in  cooperation  with  the  Great 
Plains  group. 

Let  me  say  a  bit  more  about  Japan.  In  Japan,  wheat  consumption  per  person  has 
gone  up  noticeably  (about  k   pounds)  in  the  last  several  years.  Moreover, 
Japan's  imports  of  wheat  have  increased  substantially.  U.  S.  sales  of  wheat  to 
Japan  for  dollars  have  more  than  tripled  in  the  last  3  or  ^  years.  Today  Japan 
is  our  number  one  cash  customer  for  wheat.  We  feel  confident  that  market 
development  work  done  by  the  Northwest  has  helped  to  bring  these  things  about. 

Now,  how  about  participation  by  State  departments  of  markets  and  agriculture? 

I  would  rather  that  you  answered  this  question,  but  here  are  some  suggestions 
to  start  with: 

First  there  is  a  mammoth  job  needed  to  be  done  of  educating  farmers  of  the 
problems  and  possibilities  of  the  foreign  market.  Enco\irage  some  of  your 
farmers  to  follow  their  products  to  the  port  and  see  how  they  are  handled.  Is 
their  grain  being  kept  clean  a3J.  the  way?  Talk  to  exporters  or  representatives 
of  the  importers  or  to  the  State  and  Fedeoral  graders.  Are  the  standards 
adequate  for  modem  needs?  What  kind  of  wheat  is  most  desired  by  o\ar  foreign 
customers?  Are  the  farmers  growing  this  kind?  Urge  the  farm  leader  to  find 
out  whether  the  terminal  facilities  at  the  port  are  adeqijate  to  handle  the 
grain  in  a  proper  manner,  particularly  at  the  peak  harvesting  season,  and 
discuss  what  corrective  action,  if  any,  is  needed. 

Can  your  State  agency  help  with  visiting  teams  which  are  brought  to  this 
country?  If  so,  contact  Mr.  Graber  or  the  other  leaders  in  the  regional 
national  or^nizations  cooperating  with  FAS.  These  visitors  need  to  be  educated 
on  the  various  kinds  of  wheat  we  raise  and  how  these  fit  into  the  visitors' 
import  needs.  They  also  need  to  see  how  we  produce  and  market  wheat. 
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A  number  of  the  large  wheat  producing  States  have  not  yet  joined  either  of  the 
two  regional  groups  cooperating  with  FAS.  If  your  State  is  one  of  them,  can 
you  help  move  this  along? 

Finally,  do  you  have  personnel  who  might  he  loaned  to  one  of  these  groups  for 
a  short-time  assignment  either  at  home  or  abroad,  or  who  could  otherwise 
cooperate  as  part  of  their  regular  duties?  If  so,  contact  Mr.  Graber  or  the 
other  leaders  in  these  programs. 


CONCLUSIONS  AND  RECOMMENDATIONS 

On  developing  and  conducting  a  promotion  program  for  wheat 

It  is  recommended  that  State  Departments  of  Agriculture  concentrate  their 
efforts  in  grain  promotion  programs  on  the  following  types  of  activities. 

(1)  That  service  personnel  investi^te  programs  that  may  be  underway 
in  his  particular  State  to  promote  the  use  and  consumption  of 
wheat  and  wheat  products  and  that  service  personnel  cooperate 

to  the  fullest  with  agencies  such  as:  National,  State,  and 
county  food  conferences;  extension  home  demonstration  agencies; 
schools;  medical  and  health  associations;  and  State  trade 
associations.  These  joint  efforts  will  expand  market  outlets, 
increase  income  to  the  producers, and  improve  the  diet  of  the 
American  people. 

(2)  That  the  U.  S.  Grain  Standards  be  tightened  to  preserve  quality 
of  grain  moving  into  commercial  channels  and  grain  moving  into 
foreign  trade.  The  group  recognizes  the  problem  that  Federal 
supervision  officers  have  in  meeting  the  denands  for  appeal 
inspection  and  close  Federal  supervision.  However,  it  is  rec- 
ommended that  close  supervision  be  given  a,t  all  inspection 
points  with  emphasis  on  supervision  at  export  facilities. 
Because  of  the  difference  in  the  quality  of  grain  being 
certified  for  export  and  the  quality  upon  arrival  at  overseas 
points,  it  is  felt  that  closer  Federal  supervision  will  tend 

to  eliminate  these  wide  variations  in  quality.  The  group  also 
feels  that  if  foreign  buyers  will  b\jy  on  specification  basis, 
that  they  would  have  more  assurance  of  receiving  the  quality 
desired. 

(3)  That  State  service  personnel  develop  programs  to  infonn  producers, 
grain  handlers,  and  processors  in  the  production  and  handling  of 
grain  that  will  meet  market  demands  both  domestic  and  foreign. 
For  example:  The  farmers  should  produce  the  types  and  kinds  of 
grain  in  demand  and  the  grain  merchandisers  should  be  interested 
in  q\jality  to  meet  the  demands.  This  information  co\iId  be 
disseminated  through  group  meetings,  market  news  offices,  news- 
papers, radio  and  T.  V. 
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(k)     Develop  programs  that  are  closely  coordinated  with  the  promotional 
activities  of  State  wheat  commissions ,  State  marketing  orders^ 
trade  associations,  and  branches  of  the  USDA. 

(5)  Provide  advance  information  on  location  of  varieties  and  the 
qtjality  of  ■vrtieat  and  other  grain  products. 

(6)  Encoiirage  basic  research  on  utilization  and  new  uses  for  wheat 
and  other  grain  products.  Implement  research  findings  on 
utilization  and  new  uses  developed  by  regional  laboratories, 
State  agencies,  and  industiy  groups  as  a  means  of  expanding 
outlets  for  wheat  and  grain  products. 


*  ^  ^  * 

At  the  concluding  session  each  Work  Group  Leader  presented  a  summary  of  the 
conclusions  reached  by  his  work  group  during  the  three  days  of  the  Workshop. 
The  reports  of  the  individual  work  grcip  sessions  which  are  published  in 
these  proceedings  and  upon  which  the  summaries  were  based  discuss  these 
conclusions  in  detail. 

*  *  *  -x- 


CONCLUDING  REMARKS 

William  C.  Crow,  Liaison  Officer 

^fetching  Fund  Program 
State  Departments  of  Agricultiare 

We  cannot  bring  this  Workshop  to  a  close  without  expressing  ovir  appreciation 
to  a  n\;aiiber  of  people  who  have  contributed  so  greatly  to  its  success.  First, 
I  want  to  thank  Director  Stanard,  Dave  Foreman,  and  their  associates  in  the 
Illinois  Department  of  Agriculture  for  being  such  gracious  hosts  and  for  their 
handling  of  all  those  details  which  must  be  properly  taken  care  of  if  a  meet- 
ing such  as  this  is  to  move  along  smoothly.  Henderson  May,  Bob  iferris,  and 
others  in  the  Illinois  Department  of  Agr:'.ci-LLture  have  done  an  excellent  job 
handling  the  general  arrangements  and  local  publicity,  and  Miss  Olivia  Hake, 
Miss  Jane  Romack,  and  Mrs.  Jackie  T\jmer,  have  done  a  fine  job  handling  the 
typing  and  registration,  to  say  nothing  about  Miss  Hake's  ability  as  an 
entertainer.  I  also  want  to  express  our  appreciation  to  Mr.  Jim  Bollinger, 
Manager  of  the  Leland  Hotel,  his  wife  "vrtio  led  the  group  singing,  and  Mrs.  Ida 
Gismotti  who  was  responsible  for  the  catering.  In  my  opinion  the  hotel  has 
done  an  excellent  job  handling  all  the  details  which  are  so  necessary  to  the 
success  of  a  meeting  of  this  kind.  The  opringfield  Association  of  Commerce 
and  Industry  provided  assistance  in  the  registration,  the  large  sign  in  the 
lobby,  the  Springfield  Informational  Packet,  and  a  great  deal  of  publicity. 
Several  organizations  contributed  souvenirs  and  gifts  including  the  trucks 
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furnished  by  the  International  Harvester  Company,  the  pencils  by  the  Franklin 
Life  Ins\arance  Company,  the  key  chains  by  the  Springfield  Marine  Bank,  the 
Illinois  cheese  by  the  Nauvoo  Milk  Products  Company,  and  the  Ry-Krisp  to  go 
■with  it  by  the  Ralston  Purina  Company.  The  Illinois  Department  of  Agriculture 
supplied  the  Delicious  apples,  the  Illinois  Agricultural  Association  the  leather 
name  tags,  and  the  Regalia  Manufacturing  Company  the  convention  notes.  Because 
the  Workshop  was  being  held  this  week.  Mayor  Howarth  proclaimed  this  "Agricul- 
ture Week"  and  the  Springfield  Kiwanis  Club  held  its  ann\jal  "Farm-City" 
Ixmcheon.  The  International  Bxisiness  Machines  supplied  two  electric  type- 
writers for  the  Workshop,  and  the  Springfield  television  station  WCVS  and  the 
Illinois  State  Joxjmal  and  Register  gave  considerable  time  and  space  to  the 
coverage  of  our  meeting. 

In  my  opinion  this  program  has  been  one  of  our  best.  This  has  been  due  to  the 
efforts  of  many  people.  I  want  to  express  our  appreciation  to  the  members  of 
the  program  committee,  to  the  large  number  of  excellent  speakers  who  have  given 
so  generously  of  their  time,  to  the  leaders  of  the  work  groups  for  their  plan- 
ning and  pushing  of  these  group  sessions  to  make  them  productive,  to  the  chair- 
men and  secretaries  of  the  work  groups  for  the  fine  contributions  they  have 
made,  and  to  the  chairmen  of  our  general  sessions.  Especial  thanks  are  due  our 
good  neighbors  from  Canada  for  sharing  with  us  their  experiences  in  marketing. 

I  cannot  overlook  this  opportunity  to  express  the  appreciation  of  all  of  us  to 
our  Advisory  Committee  for  the  matching  fund  program  for  giving  so  unstintingly 
of  their  time  to  guide  and  support  this  work.  Chairman  Ba]lentine,  Secretary 
Freeland,  Director  Stanard,  Deputy  Director  Carey,  and  Depu  y  Commissioner 
Chick  have  participated  in  this  meeting  from  beginning  to  end.  All  the  States 
owe  a  debt  of  gratitude  to  these  men  for  their  leadership  in  promoting  this 
marketing  service  program,  and  their  support  and  encouragement  is  deeply 
appreciated  by  those  of  us  in  the  Liaison  Office  in  Washington. 

This  workshop  is  the  first  time  to  my  knowledge  that  the  Commissioners  of 
Agriculture  and  the  heads  of  their  Divisions  of  Markets  have  spent  three  days 
working  together  to  determine  what  their  marketing  program  should  consist  of, 
how  it  should  be  organized,  and  how  to  make  the  matching  fund  program  more 
effective.  We  have  had  15  State  Commissioners  and  Deputy  Commissioners  of 
Agriculture  here  with  us  and  the  heads  of  the  Divisions  of  l"fa.rkets  of  20  States. 
Such  interest  in  marketing  by  these  officials  should  be  a  great  stimulus  to 
the  further  development  of  good  State  marketing  pro§p:*ams,  and  this  display  of 
their  interest  should  encourage  all  who  are  working  in  this  field. 

As  you  know  now,  if  you  didn't  know  it  before,  a  Workshop  is  a  place  where 
everybody  works.  Everybody  is  a  teacher,  and  everybody  learns.  Therefore, 
I  want  to  thank  each  person  here  for  the  contribution  he  has  made.  The  attend- 
ance at  this,  the  Sixth  National  Marketing  Service  Workshop,  has  been  the  largest 
we  have  ever  had.  A  total  of  I90  persons  from  37  States,  Canada,  and  the  District 
of  Columbia,  have  registered.  We  hope  you  aH   feel  that  your  time  has  been  well 
spent.  The  real  value  of  this  workshop  will  be  measured  in  its  effect  on  your 
work  when  you  get  home.  Your  people  are  confronted  with  many  marketing  problems. 
You  have  a  job  to  do — something  worth  selling.  Let  us  a]JL  get  back  on  the  job  and 
see  if  we  cannot  make  a  greater  contribution  than  we  have  before  to  their 
solution . 

318 


PERSONS  ATTENDING  THE  WORKSHOP 


Aamodt,  T.  T. 
Abercrombie;  Grace 

Alampi,  Phillip 
Allen,  Byron  G. 
Amorelli,  Gino 

Austin,  U.  J. 

Bair, William  I. 

Ballentine,  L.  Y. 
Barron,  Wade 
Bartholomew,  David  M. 
Beal,  G.  M. 
Binger,  Carl  L. 
Bogardus,  Robert  K. 
Bowser,  Harry 
Brasfield, Kenneth  H. 
Bray,  C.  Harold 
Bray,  Joe  S. 
Brinson,  Emory 
Brown,  Albert 
Brown,  Leo  P. 
Bulger,  William  0. 
Butler,  Ben  J. 
Butler,  W.  H. 

Cairns,  Gordon  M. 
Callaway,  R.  P. 
Cameron,  W.  C. 
Campbell,  Phil 
Carey,  Efejiiel  J. 

Carey,  C.  J. 
Charron,  William  P. 
Chick,  George  H. 
Christy,  Earl 
Chiomney,  Richard  D. 

Clark,  Harold  0. 
Collins,  E.  C. 
Coon,  W.  E. 
Cooper,  C.  B. 
Cotter,  Richard  S. 
Cox,  Clifton  B. 
Crothers,  John  L. 
Crow,  William  C. 


University  of  Minnesota 

Ala.  Department  of  Agricultxore 

and  Industries 
N.  J.  Department  of  Agriciiltxxre 
Minn.  Department  of  Agriculture 
N.  Y.  Department  of  Agriculture 

and  Markets 
Woodland  Farms 


N. 


St.  Paul,  Minn. 

Montgomery,  Ala. 
Trenton,  N.  J. 
St.  Paul,  Minn. 

Albany,  N.  Y. 
Moweaquea,  111. 


Y.  Department  of  Agriculture 

and  Markets 
N.  C.  Department  of  Agriculture 
Ark.  Livestock  Sanitary  Board 
Kansas  State  Board  of  Agric\£Lture 
University  of  I^ryland 
Florida  Egg  Commission 
AMS,  U.S. Department  of  Agriculture  Washington,  D.  C, 
Dairipak  Butler,  Inc.  Cleveland,  Ohio 

AMS,U.S. Department  of  Agriciolture  Washington,  D.  C. 


Albany,  N.  Y. 
Raleigh,  N.  C. 
Little  Rock,  Ark. 

Topeka,  Kans. 
College  Park,  Md. 
Bushnell,  Fla. 


Ky.  Department  of  Agriculture 
Ky.  Department  of  AgriciAlture 
Ga.  Department  of  Agriculture 
Colo.  Department  of  Agricult\are 
Minn.  Department  of  Agriculture 
Minn.  Department  of  Agricult\ire 
Ky.  Department  of  Agriculture 
City  of  Springfield 

Md.  State  Board  of  Agricultxire 
AMS, U.S. Department  of  Agriculture 
Canada  Department  of  Agriculture 
Ga.  Department  of  Agriculture 
N  .Y .  Department  of  Agricultiire 

and  Markets 
Calif .  Department  of  Agric\iltiu:e 
yia-lne   Department  of  Agricultiire 
Maine  Department  of  Agriculture 
Kansas  State  Board  of  Agriculture 
Va.  Department  of  Agric\ilt\ire 

and  Immigration 
Vt.  Department  of  Agriculture 
AMS,U.S. Department  of  Agriculture 
The  Packer 

Ky.  Department  of  Agriculture 
U.  S.  Department  of  Agric\ilture 
Purdue  University 
Md. State  Board  of  Agriculture 
AMS,U.S. Department  of  Agriculture 


Frankfort,  Ky. 
Frankfort,  Ky. 
Atlanta,  Ga. 
Denver,  Colo. 
St.  Paul,  Minn. 
St.  Paul,  Minn. 
Frankfort,  Ky. 
Springfield,  111. 

College  Park,  Md. 
Washington,  D.  C. 
Ottawa,  Canada 
Atlanta,  Ga. 

Albany,  N.  Y. 
Sacramento,  Calif. 
Augusta,  Me. 
A\igusta,  Me. 
Topeka,  Kans. 

Richmond,  Va. 
Barre,  Vt. 
Washington,  D.  C. 
Chicago,  111. 
Frankfort,  Ky. 
Kansas  City,  Mo. 
Lafayette ,  Ind . 
College  Park,  Md. 
Washington,  D.  C. 
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Danilson,  Gail  K. 
Dorsett^  Robert 
Driggs,  Leslie  W. 

Duncan,  Spencer  G. 

Dyer,  Boyce 

Ellis,  N.  K. 
England,  George  M. 
Ewing,  Joe 
Ewing,  Winston 
Faison,  0.  W. 
Farris,  W.  K.,  Jr. 

Farris,  W.  S. 
Feddersen,  Howard  C. 
Ferguson,  W.  C. 
Fisher,  Glenn  C. 

Fletcher,  Dick 
Floyd,  C.  D. 
Ford,  F.  B. 

Foreman,  Davis 
Forrest,  Mike 
Freeland,  Roy 
Freer,  Charles 

French,  Charles  E. 
Fulkerson,  Hairry 

Garland,  Edvard  C.,Jr. 
Germany,  Ralph  D. 

Gilchrist,  Jack 
Goldsboroiigh, George  H. 
Graber,  Walter  W. 
Graf,  Truman 
Gray,  Victor  M. 
Grimes,  Alden  R. 
Gwin,  James  M. 

Hager,  Robert  D. 
Hall,  Jesse  P. 
Harris,  James  R. 
Hartley,  Harold  J. 
Hartzell,  Jack  F. 
Healy,  Norman  C. 
Henderson,  Boyd  M. 
Henderson,  Roy  M. 


Iowa  Beef  Producers  Woodward,  Iowa 

AMS, U.S. Department  of  Agriculture  Washington,  D.  C. 
N.Y. Department  of  Agricultxire 


and  Markets 
N.y. Department  of  Agriculture 

and  Markets 
Ga.  Department  of  Agricultxire 

Purdue  University 
University  of  Illinois 
111.  Department  of  Agricultiore 
Ito.  Department  of  Agric\ilture 
N.C. Department  of  Agric\ilture 
Ala.  Department  of  Agricultxire 

and  Industries 
Purdue  University 
AMS,U.S,Depa2rbmfint  of  Agricultiire 
American  Stores  Co. 
111.  Agri.  Stabilization  and 

Conservation  Committee 
W.  Va.  Department  of  Agricxoltiire 
Minn.  Department  of  Agriculture 
Miss.  Department  of  Agriciolture 

and  Commerce 
111.  Department  of  AgriCTilture 
Atty.  Gen.  Office 
Kans.  State  Board  of  Agriculture 
N.  Y.  Department  of  Agriculture 

and  Markets 
Purdue  University 
111.  Department  of  Agriciilture 

Va.  Department  of  Agric\ilt\jire 
La.  Department  of  Agriculture 

and  Immigration 
Ga.  Department  of  Agricult\ire 
AMS,U.S. Department  of  Agriculture 
Kansas  Wheat  Commission 
Wisconsin  University 
Mo.  Department  of  Agriculture 
Campbell -Mi  th\An,  Inc . 
Ralston-Purina  Co. 

Ky. Department  of  Agriculture 
Ga.  Department  of  Agricultiore 
111.  Department  of  Agriculture 
Illinois  Fruit  Council 
Mich.  Department  of  Agriculture 
AMS, U.S. Department  of  Agricult\are 
Ala.  Department  of  Agriculture 
N.Dak.  Department  of  Agriculture 
and  Labor 
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Albany,  N.  Y. 

Albany,  N.Y. 
Atlanta,  Ga. 

Lafayette,  Ind. 
Urbana,  111. 
Springfield,  111. 
Morrisville,  Mo. 
Raleigh,  N.  C. 

Montgomery,  Ala. 
Lafayette,  Ind. 
Washington, D.  C. 
Philadelphia,  Pa. 

Springfield,  111. 
Charleston,  W.  Va. 
St.  Paul,  Minn. 

Jackson,  Miss. 
Sp-ingfield,  111. 
Des  Moines,  Iowa 
Topeka,  Kans. 

Albany,  N.  Y. 
Lafayette,  Ind. 
Springfield,  111. 

Richmond,  Va. 

Baton  Rouge,  La. 
Atlanta,  Ga. 
Washington,  D.  C. 
Hutchinson,  Kans. 
Madison,  Wis . 
California,  Mo. 
Chicago,  111. 
St.  Louis,  Mo. 

Frankfort,  Ky. 
Atlanta,  Ga. 
Springfield,  111. 
Carbondale,  111. 
Lansing,  Mich. 
Washington,  D.  C. 
Montgomery,  Ala. 

Bismarck,  N.  Dak. 


Henning,  George  F. 
Herrmann,  Louis  F. 
Sickling,  WiOJ-iam  C. 

Hindman,  Ruel  R. 
Hockaday,  James  F. 
Holkesvik,  Roger  H. 

Holman,  Leo  F. 
Honsinger,  Fred 
Howard,  James  0. 
Hullinger,  Bruce  T. 
Hussey,  Gorham  W. 
Hutchinson.  0.  C. 

Ivesdal,  John 


Jacobson,  Robert 
Johnson,  Bert 
Johnson,  Fred  P. 
Johnson,  J.  T. 
Johnston,  Harvey  L. 
Jones,  Elwyn 

laeiil,  Elmer 
Kelly,  R.  A. 
King,  Elwyn 

King,  Erwin  H. 

Kirtley,  M.  B. 
Klenke,  Elmer  H. 
Knapp,  Joseph  G. 
Kramer  Robert  C . 


Ohio  State  University 
AMS,  U.S.  Department  of  Agriculture 
,Jr.  N.Dak.  Department  of  Agriculture 
and  Labor 
111.  Department  of  Agriculture 
N.C.  Department  of  Agriculture 
N.  Dak.  Department  of  Agriculture 

and  Labor 
AMS,  U.S.  Department  of  Agriculture 
Alaska  Department  of  Agriculture 
FAS,  U.S. Department  of  Agricultirre 
Dairipak -Butler,  Inc. 
Purdue  University 
W.Va.  Department  of  Agriculture 

N.  Dak.  Department  of  Agricultvire 
and  Labor 

University  of  Illinois 
AMS,U.S. Department  of  Agric\ilt\ure 
N.  C.  Department  of  Agric\ilt\ire 
W.  Va.  Department  of  Agriculture 
Mo.  Department  of  Agriculture 
Wis.  Department  of  Agriculture 

University  of  Missouri 
University  of  Illinois 
American  Dairy  Association  of 

Illinois 
N.  Y.  Department  of  Agricxiltiire 

and  Markets 
University  of  Illinois 
Square  Deal  Milk  Producers  Assoc. 
FCS, U.S. Department  of  Agriculture 
Michigan  State  University 


Wooster,  Ohio 
Washington,  D.  C. 

Bismarck,  N.  Dak. 
Springfield,  111. 
Raleigh,  N.  C. 

Bismarck,  N.  Dak. 
Washington,  D.  C. 
Palmer,  Alaska 
Washington,  D.  C. 
Decatur,  111. 
Lafayette,  Ind. 
Beckley,  W.  Va. 


Bismarck,  N.  Dak. 

Urbana,  111. 
Washington,  D.  C. 
Raleigh,  N.  C. 
Charleston,  W.  Va. 
Jefferson  City,  Mo. 
Madison,  Wis. 

Columbia,  Mo. 
Urbana,  111. 

Decatur,  111. 

Albany,  N.  Y. 
Urbana,  111. 
New  Do\iglas,  111. 
Washington ;  D.  C 
E.  Lansing,  Mich. 


Learnard;  Elmer 
Lee,.  E.  R. 
Lennartson;  Roy  W. 

McClaugherty,  C.  P. 
Molester;  Thomas  A. 
Mahoney,  John  E. 
Martin,  Hugh  B. 
Martin,  Maurice  M. 
Mason,  Walter  S. 

Ma  the son,  John  L. 

May,  W.  H. 
Maybee,  H.  J. 


American  Dairy  Assoc .  of  Illinois 

Ark.  State  Plant  Board 

AMS, U.S. Department  of  Agriculture 

Va.  Department  of  Agricultiire 
Mont.  Department  of  Agriculture 
Md.  State  Board  of  Agriculture 
N .  C .  Department  of  Agriculture 
Pa.  Department  of  Agricxilture 
N.Y. Department  of  Agriculture  and 

Markets 
N.  Y.  Department  of  Agriculture 

and  Markets 
111.  Department  of  Agriculture 
Canada  Department  of  Agriculture 


Georgetown ,  111 . 
Little  Rock,  Ark. 
Washington ,  D .  C . 

Narrows  Va . 
Helena,  Mont. 
College  Park,,  Md. 
Raleigh,  N.  C. 
Harrisburg,  Pa. 

Albany,  N.  Y. 

Albany,  N.  Y. 
Springfield,  111. 
Ottawa ,  Canada 
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Miller;  Karl  D. 
Mitchell,  M-  P. 
Morris ;  Floyd  E. 
Moser,  Charles  0. 
Miirphy;  William  J. 

Mutti,  R.  J. 

Naftel,  St.  J. 

Nelson ;  Earl  H. 
Norman .  Hudson 


Ohio  Department  of  Agric\iltiire 
Purdue  University 
CSS, U.S. Department  of  Agriculture 
Colo.  Department  of  Agricultiire 
N.Dak.  Department  of  Agriculture 

and  Labor 
University  of  Illinois 

Ala.  Department  of  Agriculture 

and  Industries 
Florida  Egg  Commission 
Ga .  Department  of  Agriculture 


Columbus ;,  Ohio 
Lafayette ,   Ind . 
Washington,  D.  C. 
Denver,  Colo. 

Bi  smar ck ,  N .  Dak . 
Urbana ,  111 . 


Montgomery,  Ala. 
Tampa,  Fla. 
Thomasville,  Ga. 


Park,  R.  J. 
Paul,  Rolland  F. 
Pepoon,  Fred  J. 
Petr,  Winzer  J. 
Pierson,  Russell 
Pitzer,  Arthiir  K. 


Term.  Department  of  Agricultxire 
Iowa  Swine  Producers 
N.  C.  Department  of  Agriculture 
Kans.  State  Board  of  Agi'iculture 
Okla.  Department  of  Agriculture 
N .  C .  Department  of  Agriculture 


Nashville,  Tenn. 
Des  Moines,  Iowa 
Raleigh,  N.  C 
Topeka,  Kansas 
Oklahoma  City, Okla, 
Raleigh  N.  C. 


Raines,  R.  Glenn 
Rainey,  John  L. 
Reynolds,  James 
Risher,  F.  W. 
Risser,  Robert 
Robert,  S.  A.,  Jr. 
Robertson,  Norris 

Robinson,  Glen 

Rowell,  Paul  T. 
Rust .  Harry  A . 

Sadler,  B.  W. 

Sandy,  J.  R. 
Saylor,  Alvin  N. 
Scaton,  George 
Schaufelberger,  Dale 
Schifsky,  Richard  G. 
Scott,  Leon  S. 

Scoville,  Orlin  J. 
Seidel,  Henry 
Simon,  Paul 
Smith,  H.  A. 
Stanard,  Stillman  J. 
Stanley,  Howard 
Stark,  Dick 
Stem,  Walter 

Stice,  L.  F. 


Iowa  Department  of  Agric\ilt\are 
Pa.  Department  of  Agriculture 
AMS, U.S. Department  of  Agriculture 
Fla.  State  Marketing  Bureau 
Champaign  County  Milk  Producers 
American  Dairy  Association 
Miss. Department  of  Agriculture 

and  Commerce 
N.  Y.  Department  of  AgricxJ-ture 

and  Markets 
Oregon  Department  of  Agricultxire 
AMS, U.S. Department  of  Agriculture 


Des  Moines,  Iowa 

Harrisburg,  Pa. 

Washington,  D.  C 

Jacksonville ,  Fla . 

Champaign.  111. 
Chicago,  111. 

Jackson .  Miss . 

Albany,  N.  Y. 
Salem,  Ore. 
Washington,  D.  C 


Va.  Department  of  Agriculture 

and  Immigration 
Ga.  Department  of  Agricult\ire 
Pa.  Department  of  Agriciature 
Ga.  Department  of  Agriculture 
Square  Deal  Milk  Producers  Assoc. 
Minn.  Department  of  Agricultiire 
Miss.  Department  of  Agriculture 

and  Commerce 
ARS, U.S. Department  of  Agriculture 
Wash.  Department  of  Agriculture 
Ky.  Department  of  Agriculture 
N.  C.  Department  of  Agriculture 
111.  Department  of  Agriculture 
New  Mexico  Department  of  Agriculture  State  College, N.M. 
Fla.  State  Marketing  Bureau        Tallahassee,  Fla. 
N.Y. Department  of  Agric\ilture  and 

Markets  Albany,  N.  Y. 

University  of  Illinois  Urbana,  111. 


Richmond,  Va. 
Atlanta,  Ga. 
Harrisburg,  Pa. 
Atlanta,  Ga. 
Highland,  111. 
St.  Paul,  Minn. 

Jackson,  Miss. 
Washington,  D  C 
Olympia,  Wash. 
Frankfort,  Ky. 
Raleigh,  N.  C. 
Springfield,  111 
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stiles.  John  D. 
Stock;,  J.  Stevens 
Stockebrand .  E.  E. 

Tarleton,  Curtis 
Thomson,  T.  E. 
Tower,  Carl  H. 
Towne,  Elmer 
Tutt,  J  H. 

VanPatten.  Loyd 
Verdoorn ,  C .  E . 

Wagner,.  William  A, 
Warden,  Kenneth 
Warrington ;  S,  T. 
Wells,  Joe  E. 
Wenger,  Raymond  D. 
Wermuth,  E.  L. 

Whigham.  Charles  B. 
Wilkinson,  Don  E. 
Williams,  Guyton  M. 
Williams^  Robert  T. 
Wilson,  T.  E. 

Windisch,  Wesley 
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